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Effective fire prevention 
engineering has been one 
of the principal reasons 
for the success of Mill 
Mutual Fire Insurance. 


THE MILL MUTUALS 


ARE GENERAL FIRE INSURANCE CARRIERS 


o . en 
Millers Mutual Fire Insurance Co..............2.....2....:cccccceeceseccesesecceseeeeeseeees Harrisburg, Pa. 
Millers Mutual Fire Insurance Co............000.0000000.00000000.....- despatches Fort Worth, Texas 
Pennsylvania Millers Mutual Fire Ins. Co.......00000000. 02020000002002---..---- Wilkes-Barre, Pa. 
Millers Mutual Fire Insurance Association.....................00.00...0020-c-0c00e0cee-eeoeeeee Alton, Ill. 
Grain Dealers National Mutual Fire Ins. Co........... ne eee: Indianapolis, Ind. 
Western Millers Mutual Fire Insurance Co............................ oe Kansas City, Mo. 
National Retailers Mutual Insurance Cow... 2-22.02. -eceeeececne cece eeeeeeeees Chicago, Il. 
Michigan Millers Mutual Fire Insurance Co...........0.22.202.2..2.0.2---22---000-0-- Lansing, Mich. 
Mill Owners Mutual Fire Insurance Co................... .......... y Cerone: Des Moines, Iowa 


MUTUAL FIRE PREVENTION BUREAU 
400 W. Madison St., Chicago, III. 


A service organization maintained by the Mill Mutuals. 
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SERVICE AND SAVINGS 
WITH SECURITY ” 


JFL Rae 

* VIS- 2% 
The greatest possible protection is provided at the least 
possible expense. The savings accruing from the sound, con- 


servative and successful management of these companies are 
returned through dividends. 


* 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMEN’S MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


* 


No matter where located, from Atlantic to the 
Pacific, an office near your office 


Gale & Stone, Boston—Justin Peters, Philadelphia—-Interstate Mutual Insurance Agency Co., 
Mansfield, Ohio, Pittsburgh, Penna—Lumbermens & Manufacturers Mutuals, Inc., James S. 
Kemper, Mér., Chicago, Milwaukee, Minneapolis, Omaha—Associated Mutuals, Inc., Atlanta, 
Ga.—Lumber Mutual Agency, Indianapolis, Memphis, Dallas, Kansas City—The Martin | 


General Agency, Seattle, Denver, San Francisco, Los Angeles, Vancouver, Portland, Spokane. 
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Re assgee ood DRIVERS 
while motoring KEEP TO THE RIGHT 


Keeping to the right of the center 





wt HE.THAT'S WHY I TOLD yp 
os wid WEVER CUT CORNERS 7 


2, 











voy 


line is a good way to avoid 
meeting an emergency on a 
curve or over a hill. Good driv- 
ers never cross this line except 
to pass another car and then 
only when no other car is ap- 
proaching . 






HARDWARE MUTUAL CASUALTY COMPANY 


Home Office: STEVENS POINT, WIS. - Licensed in every state - Offices in 26 Principal Cities 


Associated Companies: FEDERAL HARDWARE & IMPLEMENT MUTUALS pes 
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THIS MONTH 


\X/* have thought of changing the 
physical appearance of the Jour- 
nal for some time past and in sounding 
ut subscribers found an almost evenly 
livided sentiment for and against, 
with perhaps a slight leaning toward 
the status quo. So we compromised 
somewhat, and you see the result this 
month, in a splash of added color and 
rearranged design of the cover, and 
here and there different type inside 
The new is reminiscent of the old, so 
we hope all will like it ® How the 
English handle the matter of com- 
pulsory insurance is the theme of an 
article by Professor Ralph H. Blanch 
ard. This will, we believe, add con- 
iderably to the fund of American 
information on the subject; and we 
surmise (especially concerning auto- 
mobile coverage) the facts stated will 
furnish fuel for the fire of debate pro 
ind con .as partisans may want to 
interpret them ® Those who heard Mr. 
MacDaniel’s speech on “The Common 
Sense Engineer” praised it in such high 
terms that we asked permission to 
print it, and we feel sure you will like 
its practical advice and enlightening 
bservations * Sometime we are going 
to write an article on “Professors of 
Insurance” which we assure you will 


+ 


yt be uncomplimentary, even if we 
{ 

















do undertake to contrast them with 


others working in the field of insur- 
ance. This idea is inspired by at- 
tendance at the meetings of the 
University Teachers of Insurance. A 
resume’ of the proceedings of their 
latest session will be found in this 
issue, together with excerpts from one 
of the papers presented * News items 
from near and far and an index of 
the 1937 volume complete this num- 
ber ® Those looking for “Bunk of the 
Month” will not find it as such, but 
just as a tip they might take a look at 
Page Five 

Things are getting a bi 

seen dali. 1938 NEXT 
toward important de- 

velopments in many MONTH 
fields. At the risk of being misun- 
derstood we feel that a few more 
words about economic trends would 
make good reading, interspersed with 
a dash of technical matter on some 
such a topic as “Liquidations” * We 
are reaching out for authoritative 
articles on new slants on both fire 
and casualty subjects. It looks, too, 
as if it will be opportune to write again 
about “What is the Practice of Law”: 


and figures will be in giving trends of 
last year’s business. 
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M. J. CUMMINGS 


Commissioner of Insurance 
State of Rhode Island 


OMMISSIONER CUMMINGS occupies a difficult dual position as chief of 
the Division of Banking and Insurance of his state and has made a record 
of efficiency in each. Starting with an educational background gained at the 
Harvard School of Business his history has been one of consistent progress, and 
his organizing ability has done much to expedite the work in his departments. 
His committee appointments in the National Association of Insurance Com- 
missioners include Fire and Marine; Social Security; Taxation; Unauthorized 
Insurance; Misallocated Premiums 
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E have just emerged from 

the file room after having 

been engaged in the sorry 
task of going through the cabinet de- 
voted to anti-mutual propaganda and 
our emotion at the moment is one of 
disappointment. If we are to keep 
our readers amused as well as in- 
terested, it would seem that we owe 
them a glimpse of something new in 
the way of stock company fulmina- 
tion. But the old stock war horse 
“aint what she used to be.” In truth 
she never was as good as_ she 
thought, but in the old days when 
the redoubtable Edson Lott was 
waving the flag, there was at least a 
sparkle of action in the bunk being 
handed out. Harping on one string 
is certain, eventually, to wear that 
string out and this seems to be what 
has happened to the distracted stock 
writers of recent years. 

You can’t keep hollering ‘‘assess- 
ments” when policyholders in gen- 
eral-writing mutuals go on_ for 
decades without any trouble with as- 
sessments—you can't cram down the 
throat of the public that steck com- 
pany agency service is vastly su- 
perior when increasing numbers of 
mutual policyholders have experi- 
enced having mutual agents or rep- 
resentatives being “Johnny on the 
spot” when counsel about coverage 
or assistance in case of losses is 
needed. You can't keep a straight 
face and make the welkin ring about 
stock companies paying up in a split 
second after claims are filed, when 
the memory of the sixty day-rule as 
a recognized stock company practice 
during the depression ‘is so fresh 
in the minds of the public. You can’t 
go on trying to make out that stock 
companies have greater reserves than 
mutuals when the laws of the sev- 
eral states show plainly that the re- 
quirements for both types of com- 
panies are the same. In brief you 
cannot be permanently inflated with 
torrid nothings since it is inevitable 
that pompous egotism will be 
doomed to final puncture. 

Turning from the mass of material 
in the file we had the pleasant thought 
that something new might exist in 
the feature column of one of the in- 
surance weeklies under the title “On 
Meeting Competition.” Alas, we did 
not uncover much, if anything, fresh, 
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e e WHERE IS THE 
e « PROPAGANDA 
OF YESTERYEAR? 


—using the word in the sense of 
something just created. The ostensi- 
ble arguments are quite the same, 
and the conclusion reached after 
reading a score of the “On Meeting 
Competition” suggestions, is that the 
stocks have no means of directly 
meeting mutual competition and 
their only salvation lies in devising 
ways of going around it. 

While there is nothing new in the 
way of arguments, this is not to say 
that there is no change in attitude. 
For instance, the stocks do not rage 
so much now against the mutual 
companies themselves, but are trying 
out the effect of calling the policy- 
holder just plain dumb if he looks 
with favor upon the mutual plan. 


OR instance, recently in the be- 

fore mentioned ‘Meeting Com- 
petition” column a_ correspondent 
submits the question: “I have a pros- 
pect who is convinced that mutual 
insurance is the coming thing. He is 
inclined to be hardheaded and more 
subject to generalities than he is to 
specific arguments.”’ Well, dear read- 
ers, when a stock insurance agent 
has to rely on calling a_ prospect 
names in order to preserve his 
morale the end of the road must in- 
deed be in sight. Perhaps this 
springs from other advice given in 
the column: “If, after giving a de- 
tailed explanation, an agent must go 
running to his client’s side every few 
weeks to ‘resell’ him on stock in- 
surance, it is better to let the mutuals 
have him.” Of course, after the stock 
agent has had a few experiences of 








pages can, of course, be- 
come too much standardized in 
any magazine and so from issue 
to issue we shall vary the routine 
in 1938, sometimes perhaps with 
no editorial at all: and some- 
times, as this month, presenting 
comments in a lighter vein, re- 
serving our formal manner for 
broadside fire when broadsides 
are called for 
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losing business on this basis and finds 
either horn of the dilemma too sharp 
for comfort, he may yield to his 
temper and start to use language 
about his prospects which in _ his 
sober moments he would recognize 
was unbecoming. 

If there is anything at all new in 
the more recent stock company 
method, it is that there is more mad- 
ness in it. It has come to be that one 
can judge very accurately how des- 
perate a stock man is by listening to 
what he says about the mutuals. 
Nowadays if he is just a little peeved 
he will tell his prospects that mutual 
insurance may be all right for some 
people, but a really good business- 
man should laugh it off and pass by 
on the other side. If the prospect 
persists, and wants to argue about 
the matter, the stock man often 
colors up and after finding himself 
unable to make a convincing answer 
says with considerable vehemence 
that mutual insurance leads to pure 
socialism. If the prospect is still un- 
impressed, as generally happens, the 
stock man figuratively pulls out the 
Stars and Stripes, which he says 
represents the stock plan, and com- 
pares it with the red banner of com- 
munism. Still failing to wear down 
the prospect, who is getting wiser 
and wiser to the ways of the stock 
world, the stock agent stamps out of 
the room and vents his feeling by 
writing to his favorite publication 
that his mutually minded prospect is 
“hardheaded.” 


The truth of the matter is that 
buyers of insurance are certainly on 
pretty safe ground when they take 
out coverage in the same type of 
company that the pioneer financial 
leaders of our country helped to 
found, and which has been the type 
of insurance chosen by the most con- 
servative businessmen for close on 
to two centuries. It is readily seen 
that every insurance enterprise must 
be cooperative, with the policyhold- 
ers furnishing the money to carry 
along operations, and, therefore, 
whether this special kind of coopera- 
tive is stockholder or policyholder 
controlled certainly does not make 
the difference between orthodox 
business and _ socialistic practices. 
Still some of the mutual detractors 
go so far as to call down the curse 
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of High Heaven on any insurance 
company which gives a dividend to 
policyholders instead of to  stock- 
holders—this notwithstanding that, 
taking in the scope of years from the 
earliest beginning of insurance in 
this country, the survival percentage 
of the mutuals is better than twice 
as good as that of the stocks. 

It is the stock companies who 
came late into the insurance picture. 
It is they who sought, and who still 
seek, to alter the conservative Amer- 
ican insurance methods. For mutual 
insurance is not new; it is a time- 
tried and experienced-tested means 
of spreading losses over a large 
group, in the most economical man- 
ner, paying high-grade management 
what it is worth, but cutting out the 
cost of the non-essentials which have 
grown up around other types of in- 
surance. Mutual insurance is and 
always has been part and parcel of 
the best American tradition; from 
the Philadelphia Contributionship 
(1752) on down through the years 
to the splendid mutuals, small and 
large, of today, some of which by 
the way, are in the highest brackets 
in volume in the casualty field 
(stocks included). And in the fire 
field the mutuals are consistently 
disturbing the stocks by the increas- 
ing amounts of fire business written. 

“Hardheaded!” The mutual ad- 
vance cannot be held back by calling 
names. 

ee ee ® 


Mutual Casualty Premiums 
Up 22.5% 


THE REGULAR QUARTERLY SUBVEY 
OF ITS CASUALTY COMPANY MEMBER- 
ship by the American Mutual Alli- 
ance (with 18 of the 23 members 
reporting ) shows as final figures total 
net premiums for 1937 of $145,929,- 
552, as against $119,164,196 for the 
previous record year of 1936—a 
gain of 22.5%. Dividends returned 
to policyholders amounted to $24,- 
528,955, an increase of 29.3%. 


Premiums by classifications for 


1937: 
Inc. over 1936 
Total net....... $145,929,552 22.5% 
Work. Comp.. 84,314,460 28.7% 
a 49,273,052 11.1% 
Other Liab.... 8,936,195 32.2% 
NE ae 3,405,838 33.3% 


Premiums by classifications for 
fourth quarter of 1937: 
Inc. over 4th 
qtr. 1936 


DOR HOt... 50505 $32,672,717 17.2% 
Work. Comp... 22,233,964 20.9% 
) OS eae 6,971,312 3.8% 
Other Liab..... 2,557,411 24.3% 
BOMNNS cs asec eu 915,114 25.6% 
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Notes About 
the 
Insurance World 
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Running Comment on What Is in the Magazines 
and the Mail that Comes to the Desk of the Editor. 

















Miscellany 


THERE ARE TWICE AS MANY AUTO- 
MOBILES AND TRUCKS IN THE UNITED 
States as there are telephones in use, 
auto registrations amounting to near- 
ly 30,000,000 and telephones num- 
bering 15,200,000—According to So- 
cial Security Board’s check of some 
36,000,000 names in its card cata- 
logue shortest name is “E”, most 
common is ‘“Smith”—More accidents 
occur in gymnasiums than in any 
other part of school buildings—A 
total of 375,000,000,000 gallons of 
water was used in the City of Chi- 
cago during 1937, or a total of 283 
gallons per person each day—53,646 
automobile trailers valued at $27,- 
421,763 were sold during 1937—The 
municipal airport in Chicago contin- 
ues lead the world in air traffic, a 
total of 40,475 plane arrivals and 
40,464 departures being reported 


during 1937--221 newspapers ceased 
publication during 1937—The U. S. 
owns 80% of all motor cars now in 
use—Milk consumption per capita in 
cities and villages of the United 
States is estimated to have been 38.2 
gallons in 1936—a poll conducted by 
the New York Boys Athletic Club 
shows that spinach is the favorite 
vegetable of boys — Revenue from 
gasoline and other levies on petrol- 
eum industry amount to 11 per cent 
of all taxes collected by Federal, 
state and local governments—the U. 
S. contrary to public impression, has 
only a minor investment in China, 
holding but 6.1 per cent of the total 
foreign investment—A traffic control 
box that can almost think is the lat- 
est development in London—Accord- 
ing to estimates of Metropolitan Life 
Insurance Company _ statisticians 


about 104,000 people died acciden- 
tally in the U. S. during 1937. 
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Mississippi Ruling On Coer- 


cion of Insured 


THE INSURANCE COMMISSIONER OF 
MISSISSIPPI RECENTLY RULED THAT 
no bank, trust company, loan com- 
pany, building and loan association, 
individual or other loaning agency, 
having an insurance agency or con- 
nection therewith, shall require, as a 
condition precedent to granting a 
loan, that the borrower cancel out in- 
surance on his property and take new 
insurance with the lender or with an 
agency with which the lender is con- 
nected. It is stated that the commis- 
sion is of the opinion that such prac- 
tice is contrary to law and an injus- 
tice to the borrower in that he should 
be compelled to cancel his insurance 
or be denied the right of renewing 
previous contracts, provided the in- 
surance is with a responsible company 
duly licensed to do business in the 
state. Any agent who directly or in- 
directly aids in this practice is guilty 
of violation of the regulation and sub- 
ject to revocation of license, and the 
act of a loaning agency having a di- 
rect or indirect connection with an in- 
surance agency will be deemed the act 
of the insurance agent or agency, 
which will in turn be held strictly ac- 
countable for the acts of the lender. 
Any insurance company, licensed un- 
der the laws of Mississippi, who ac- 
cepts business from insurance agents 
with knowledge, or under circum- 
stances or conditions that ordinarily 
amount to constructive notice, that 
such business is in violation of this 
ruling will likewise be subject to pen- 
alties of the law. 


Two Hopitalization Plans 
Approved In Pennsylvania 


AUTHORIZATION TO GROUP HOSPI- 
TAL CORPORATIONS TO BEGIN OPERA- 
tions of approved hospitalization 
plans has been granted by State In- 
surance Commissioner Owen B. 
Hunt. The corporations are: 

Hospital Service Association of 
Pittsburgh, Farmers Bank Building, 
Pittsburgh, Pennsylvania, and the 
Abington Hospitalization Plan, Inc., 
Abington, Montgomery County, 
Pennsylvania. They have been 
formed under new legislation adopt- 
ed by last year’s session of the state 
legislature. 

The two corporations plan to carry 
out the “three cents a day” hospital 
plan under which individuals or 
groups pay on a monthly or annual 
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basis and receive a stated amount of 
hospital care should it be required. 

The hospitalization corporations 
are under the strict supervision of 
the Insurance Department which is 
required to see that they issue fair 
contracts and that they are at all 
times in a position to provide the 
care that they have agreed to furnish 
their subscribers when called upon. 
These corporations, Commissioner 
Hunt explained, are quite distinct 
from the hospitals to whom they will 
send patients and must be capable of 
maintaining their own solvency re- 
gardless of the hospital’s financial 
condition. 


Britton New Tennessee 
Commissioner 


JOHN W. BRITTON, FORMER STATE 
COMPTROLLER, HAS BEEN APPOINTED 
state insurance commissioner suc- 
ceeding James M. McCormack. The 
appointment, made by Governor 
Browning, was effective January 
10th. 

The new appointee was engaged 
in the life insurance business in 
Knoxville, eleven years before his 
election to the office of comptroller 
by the Tennessee Legislature. Mr. 
Britton is a native of Loudon Coun- 
ty, but spent most of his life in 
Knoxville. 


Key to Claims Men’s 
Worries 


IF YOU THINK YOU HAVE THE ONLY 
SET OF KEYS TO YOUR AUTOMOBILE, 
states an item which appeared in a 
recent issue of “New Yorker” you 
are living in a fool’s paradise. No 
automobile manufacturer has at his 
disposal, the item continues, more 
than 1,000 lock combinations and that 
most of them have less is not gen- 
erally known. Ford, Chrysler, and 
the General Motors cars all have the 
1,000-variety locks, and since, for 
example, 1,200,000 Chevrolets were 
sold last year, this means that there 
are 1,200-car owners to each key. 
Manufacturers admit that it’s hardly 
practical to attempt any geographical 
separation of cars fitted with identi- 
cal locks; the man who parks beside 
you in the garage might have the 
same keys as you. 

Charles Courtney, the lock expert, 
who has for the past ten years been 
head of the International Association 
of Master Locksmiths, says that if he 
can see forty keys of a new series, 
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he can, by comparing the code num- 
bers with the combinations, work out 
the code. It’s the practice of his As- 
sociation to pool all the dope that 
they get on keys of new models, so 
they usually work out the code in no 
time at all. This is useful, for per- 
fectly lawful purposes, when a manu- 
facturer refuses to give out his code 
to locksmiths ; otherwise, they would 
have to turn away a lot of business. 


Life Insurance Facts 


LIFE INSURANCE PAID OUT DURING 
THE LAST YEAR A TOTAL OF THREE 
billion dollars of which sixty per cent 
was paid to living policyholders, and 
only forty per cent to beneficiaries, 
according to O. Sam Cummings, 
president of the National Associa- 
tion of Life Underwriters. 

“Since the beginning of 1930” con- 
tinued the statement “our life com- 
panies have paid out to American 
citizens over $21,600,000,000, a sum 
twelve times greater than the total 
war debt of all Europe at present in 
default and owing to the United 
States. An analysis of the invest- 
ments of a group of companies which 
hold ninety-two per cent of the assets 
of all United States legal reserve life 
insurance shows that at the end of 
1937 their total investment in fed- 
eral bonds is approximately four and 
one half billion dollars, which is more 
than ten times the amount held five 
years ago. Eighteen per cent of the 
total invested assets of these com- 
panies are in government bonds— 
nine times as great a percentage as 
in 1932. The average ‘coverage’ per 
policyholder is just over $1,700 and 
the average size of the 120,000,000 
policies in force today is only about 
$825. At the close of 1937, sixty- 
four million Americans owned life 
insurance aggregating approximately 
one hundred ten billion dollars. 
Americans, who constitute only sev- 
en per cent of the worlds population, 
now own over seventy per cent of its 
life insurance. New insurance placed 
by all companies in 1937 aggregates 
$15,000,000,000 — an increase of 
$700,000,000 over last year’s total 


business written.” 


Philippine Official Defines 
Unethical Practice 


A COMMUNICATION HAS BEEN SENT 
OUT BY HONORABLE ANTONIO PANCOS, 
Treasurer of the Philippine Islands 
addressed to all Insurance compa- 
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nies doing business in the Philip- 
pines, reading as follows: 

“Circular No. 36 of this office dated De- 
cember 16, 1932 is hereby amended by 
adding the following to the prohibited acts 
or practices set forth therein as also be- 
longing to the classification of ‘misrepre- 
sentation’ ; 

“4. Telling prospects who may express 
preference for the domestic insurance com- 
panies that it would be unwise for such 
prospects to insure in the latter because of 
the impending change in the political status 
of the Philippines, which change, it is 
alleged, would cause a serious disturbance 
in the economic life of the people here so 
that the solvency of the domestic insurance 
companies would be impaired and, as a con- 
sequence, the latter will be forced to de- 
fault on their contracts with the policy- 
holders. 


“This circular shall take effect 
upon its approval by the Secretary 
of Finance.” 


Rooks Named Kentucky 
Commissioner 


VERNON D. ROOKS OF PADUCAH, HAS 
BEEN APPOINTED ACTING INSURANCE 
commissioner of Kentucky by Gov- 
ernor Chandler to succeed Sherman 
Goodpaster of Owingsville, who re- 
signed to become clerk of the Ken- 
tucky Senate during the legislative 
session. 

Mr. Rooks has been actuary in the 
insurance department and had been 
connected with that department for 
the last five years. 

The governor announced his plan 
to reappoint Mr. Goodpaster at the 
end of the legislative session. 


Josepeh F. Collins Made 
Chief of New York Rating 


Bureau 


SUPERINTENDENT OF INSURANCE 
LOUIS H. PINK OF NEW YORK HAS 
announced the appointment of Jo- 
seph F. Collins as Chief of the Rat- 
ing Bureau to succeed Joseph J. Ma- 
grath who recently resigned. 

Mr. Collins was first appointed an 
examiner in the Insurance Depart- 
ment in 1920 and was assigned to 
the Fire and Marine Bureau. While 
in that Bureau he conducted examin- 
ations of most of the leading fire and 
marine companies doing business in 
the State. In 1934 he was appointed 
a Deputy Superintendent of Insur- 
ance and assigned to the Albany Of- 
fice. Only recently he was appointed 
to succeed John E. Diefendorf as 
Chief of the Miscellaneous Compa- 
nies Bureau. 

His new duties as Chief of the 
Rating Bureau will include general 
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supervision over rating organizations 
and rating problems. Mr. Collins’ 
ability and record in the Department 
are well known and his work on the 
new Insurance Code has been par- 
ticularly outstanding. 

Mr. Collins is a member of the 
Committee on Blanks of the National 
Association of Insurance Commis- 
sioners and also a member of the 
Committee on Insurance Law Revi- 
sion. 

It was announced at the same time 
that John E. Watson would succeed 
Mr. Collins as chief of the Miscel- 
laneous Bureau. 

Mr. Watson was appointed as an 
examiner in the Insurance Depart- 
ment in 1909 and was first assigned 
to the Life Bureau, receiving his 
preliminary training under Nelson 
Hadley. He later served in the Fire 
and Marine Bureau and in 1912, the 
same year that he became a certified 
public accountant, he was assigned 
to the Casualty Bureau where he has 
since become the assistant chief. 

Mr. Watson has conducted exam- 
inations of practically every large 
casualty insurance company doing 
business in this state. While in the 
Casualty Bureau he was especially 
designated to conduct examinations 
of some of the more important mu- 
tual companies. 


Illinois Annual Report 


A total of 1,187 insurance compa- 
nies were authorized to transact busi- 
ness in Illinois on June 30th, 1937, 
compared with 1,161 companies on 
the same date of 1936 according to 
a report made recently by Ernest 
Palmer, Director of Insurance to 
Governor Horner. :There were 49 
companies admitted or organized 
during the fiscal year and 23 discon- 
tinued, representing a net gain of 26. 

Fire companies are the largest 
group doing business in the state with 
584 listed. This is a gain of four as 
of the same date in 1936. Other 
groups of underwriters are: Cas- 
ualty 219; Life 141; Fraternal 139; 
Mutual Benefit and Burial Associa- 
tions 104. 

Premium payments during the 
year amounted to $501,733,045.00, 
which was divided as follows: Life, 
Fraternal, Mutual Benefit and Bu- 
rial, $367,877,288.00; Casualty, $75,- 
662,264.00; Fire, $58,193,493.00. 
Premium payments in past years to- 
taled: 1935, $419,462,433.00; 1934, 
$388,768,300.00 ; 1933, $366,887,276. 

During the year the Department 
examined 147 companies, the larg- 


est group being 54 mutual benefit as- 
sociations. 

The close of the fiscal year found 
a total of $39,143,489 on deposit with 
the Department according to Mr. 
Palmer’s report. This was com- 
prised largely of mortgages and reg- 
istered bonds held in trust for pro- 
tection of policyholders. Of the de- 
positing companies, 134 are incor- 
porated in Illinois and 25 in other 
states. 


Employer—Employee 
Relationships 


A BOOK COVERING A SUBJECT OF 
LARGE INTEREST TO THE BUSINESS 
man, and which comes well recom- 
mended, is “Employers and Their 
Greatest Assets” by Karl M. Weh- 
inger and published by Francis 
Emeory Fitch, Inc., 138 Pearl Street, 
New York City. In this neat volume 
he has set down many observations 
obtained from long experience in 
the personnel department of a large 
life insurance company. A _ good 
deal of space is devoted to the prob- 
lem of unrest among employees and 
a study of contributing causes which 
include some seldom thought of cir- 
cumstances and incidents. 

The author divides the section of 
his book devoted to Employers— 
Employee _ relationships into six 
parts: The Employer’s part (in- 
dividually) ; Employer’s part (col- 
lectively ) ; the Employees part ; Gov- 
ernment’s part; Part of newspapers 
and magazines, and labor leaders. 

Other chapters are devoted to 
salesmenship, public relations and 
confidential talks that may be bene- 
ficial between employer and em- 
ployee. 

Parts of the book may be regarded 
as emphasizing the moralistic side of 
life rather heavily but the net effect 
is to impress the reader with the 
thought that Mr. Wehinger speaks 
with the authority of experience. 


New Jersey 
Commissioner Resigns 


CARL K. WITHERS, COMMISSIONER 
OF INSURANCE OF NEW JERSEY RE- 
signed effective January 15, to be- 
come president of the Lincoln Na- 
tional Bank of Newark. The Com- 
missioner was guest of honor at a 
dinner which was held at the New- 
ark Athletic Club on Tuesday, Janu- 
ary 11, which was attended by the 
entire personnel of the bank. 
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Millers National Official 
Dies 


JOSEPH LECOMPTE, CHAIRMAN OF 
THE BOARD OF DIRECTORS OF THE 
Millers National Insurance Company 
of Chicago, died of pneumonia at the 
age of eighty-one on December 21st 
at his home in Lexington, Kentucky. 

Mr. LeCompte was born in Henry 
County, Kentucky in 1856. On the 
death of his father, the family moved 
to Frankfort, Kentucky and it was 
there that Mr. LeCompte was grad- 
uated from High School at the age 
of seventeen. In 1884 the promoters 
of a flour mill selected him as secre- 
tary-treasurer and general manager 
of the enterprise. He built and op- 
erated the Lexington Roller Mills 
Company Plant, and saw it grow into 
a large institution. In 1916 he was 
elected president of the company, a 
position he held until his death. 

Mr. LeCompte had been a director 
of the Millers National Insurance 
Company since 1907, was vice presi- 
dent from 1919 to 1931 and was 
president from 1931 to 1932, and 
chairman of the board since August 
Ist, 1932. 


Stock Company Ignores This 
Claim 


BEN C. VINE, ASSISTANT SECRETARY 
OF THE MILLERS MUTUAL OF ALTON 
sends in an account of an amusing 
circumstance wherein during a de- 
bate between stock and mutual rep- 
resentatives before the City Council 
of Alton, the stock field agent with 
a great flourish of oratory offered to 
pay Mr. Vine $10.00 if he could pro- 
duce proof that the Millers Mutual 
actually did set up full legal re-insur- 
ance reserves. Not to be outdone in 
generosity the mutual man offered 
to contribute $10.00 if he could not 
demonstrate conclusively the setting 
up of such reserves. 

In answer to a Millers Mutual let- 
ter asking an expression on the sub- 
ject, the Illinois Department after 
explaining the requirements for un- 
earned premiums reserve said: 

“No mention is made of a deduction on 
account of a dividend paid after the expira- 
tion of the policy. Unearned premium 
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therefor is set up on the full amount of the 
premium, without regard to any dividend 
which may be allowed the member upon 
renewal of his policy.” 

Answering the same query the Missouri 
Department stated: “The premium reserve 
percentages under the Missouri Statutes 
are exactly the same for both stock and 
mutual fire insurance companies and must 
be maintained on that basis. No company 
operating under this statute is permitted to 
set up its reserves in any other manner.” 


The Alfred M. Best Company in its reply 
says: “We are pleased to advise that com- 
panies of this character are required by 
law to set up their unearned premium re- 
serves on the same basis as that required 
of stock companies; namely, on the basis 
of the full premium collected without any 
deductions. We have no record of any 
state which permits the deduction of divi- 
dends due policyholders before setting up 
the unearned premium reserve.” 

Armed with this three-way evi- 
dence of full reserve requirements 
for mutuals Mr. Vine set out to 
collect his claim for $10.00 and 
to that end addressed a letter to the 
stock company agent who originally 
brought the matter up. But nearly 
two months have passed, including 
the Christmas season when remit- 
tances are always welcome, but 
neither an alibi nor a check has ap- 
peared. The stock company involved 
has ignored the claim for so long 
that it can hardly say that it pays 
its losses promptly. 


Fire Prevention Work 
In Rural Areas 


FIRE PREVENTION ACTIVITIES IN 
RURAL AREAS WERE EXPLAINED IN 
detail by Arthur von Thaden, Assis- 
tant Manager of the Insurance De- 
partment of the United States Cham- 
ber of Commerce, in an address re- 
cently delivered before the twentieth 
annual Union Agricultural meeting 
held at Worcester, Massachusetts. 
The title of his address was “Farm 
and Rural Fire Prevention and Pro- 
tection Nationwide.” 

Mr. von Thaden traced the ac- 
tivities of the U. S. Chamber of Com- 
merce in fire prevention activities 
since the organization of the National 
Fire Waste Council in 1922. He 
stated that for the first several years 
the Council directed its energies 
chiefly to fire losses in cities, but in 
1926 organized an Agricultural Com- 
mittee to investigate this specific fea- 
ture of the nation’s fire loss. This 
was done, he added, because the 
council realized it was necessary to 
devote more attention to farm and 
rural losses if a sizeable reduction 
was to be made in the Nation’s fire 
waste. He stated further: 

“Farmers as a class have generally 
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greater need than others to give attention 
to the reduction of fire hazards in the adop- 
tion of protection measures. Their problems 
offer difficulties not usually encountered 
near population centers. Many farms are 
more or less isolated and beyond the reach 
of the fire department, which increases 
the difficulty of fighting farm fires and em- 
phasizes the need for preventive measures. 
Of course, nothing can replece the loss of 
life. Although proper insurance coverage 
helps to cushion the loss of property, there 
are intangible losses involved. For instance, 
the loss of time and inconvenience cannot 
be adequately covered by insurance. There 
is no doubt that a greater opportunity ex- 
ists than at any time in the past for sub- 
stantial results in the reduction of farm 
fire wastes. Numerous activities are under 
way which have promise of bringing benefi- 
cial results. For instance, in the field of 
farm and rural fire protection a plan is 
being sponsored whereby farm properties 
within the range of motorized rural fire 
department protection, complying with cer- 
tain requirements are given a credit in the 
fire insurance rates. These other require- 
ments are; (1). The risk must be lo- 
cated not more than ten miles from an 
improved rural fire department; (2). It 
must be provided with telephone service 
through which an alarm of fire can be 
communicated to the fire department; and 
(3). The risk must be provided with an 
artificial or natural water supply of not 
less than 3,000 gallons which is main- 
tained for fire department use only. This 
plan is now in effect in fifteen states. The 
state of California has developed rural fire 
protection to a considerable extent and on 
the Pacific Coast substantial credits in the 
insurance rates are being given for fire 
protection. 

“The insurance,companies have made a 
persuasive approach in behalf of fire pre- 
vention by granting credits in the fire in- 
surance rates for non-combustible roofs, 
spark arresters, lightning rods, rural fire 
protection, and superior type farm barns. 
a sizeable reduction in the dwelling and 
contents insurance rate. Then, too, it 
should be remembered that a consistently 
good fire loss record is bound to be re- 
flected favorably in the cost of insurance.” 


Up to date standards which have 
been made available to rural com- 
mittees desiring to purchase fire fight- 
ing apparatus, the development of 
rural fire departments, fire protective 
construction on the farm, and the 
perfection of first .aid fire protection 
appliances, such as fire extinguishers 
and sprinkler equipment, were also 
discussed by Mr. von Thaden. 


Illinois Report On 
Arson Activities 


THE ILLINOIS FIRE MARSHAL’S OF- 
FICE MADE SIXTY FOUR ARRESTS DUR- 
ing the twelve months ended June 30, 
1937, Director of Insurance, Ernest 
Palmer reported to Governor Henry 
Horner in the Department’s annual 
summary of the fiscal year. 

Aided by the State Bureau of 
Criminal Identification and Investiga- 
tion, the state highway police and the 
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laboratory of the Division of High- 
ways, the Marshal’s office, known as 
the Division of Fire Prevention of 
the Department of Insurance, made 
550 investigations during the period. 
There were 35 indictments returned, 
44 persons found guilty and 37 con- 
cession secured. 

In connection with the division’s 
work of correcting fire hazard con- 
ditions, its staff of inspectors and 
field deputies made 4,445 inspections, 
issued 647 orders for corerctions, 
with 393 compliances up to date. As 
the result of the inspections 79 dilap- 
itated buildings were removed. 


One Year Limitation Held 
Valid in New York 


THE ONE-YEAR LIMITATION CON- 
TAINED IN POLICIES OTHER THAN 
the standard form of fire insurance 
policy has been held to be valid in 
New York as a result of the recent 
action of the New York Court of 
Appeals in the case of Califano vs. 
Citizens Ins. Co. of N. J. (296 N. Y. 
S.—234). The court denied leave to 
appeal to it from an affirmance by 
the Appellate Division, Supreme 
Court, First Department, of an order 
of Justice Shientag at a Special Term 
of the Supreme Court. 

The insured held an all-risks fine 
arts policy for $25,000 covering 
paintings, and he made a claim for 
this sum, charging that a vandal had 
slashed them and made them worth- 
less. Suit to collect was begun in the 
Supreme Court thirteen and one- 
half months after the slashing oc- 
curred. The insurance company 
moved to dismiss the action on the 
ground that the policy stipulated any 
such action must be initiated within 
one year from the date of the loss. 

In the Supreme Court Justice 
Shientag upheld the insurance com- 
pany, and dismissed the action. On 
appeal from the order of dismissal 
the Appellate Division unanimously 
affirmed the order, and denied appli- 
cation for leave to reargue the ap- 
peal, or in the alternative to go to 
the Court of Appeals. The denial 
by the Court of Appeals for leave to 
review the decision of the Appellate 
Division settled the question. 

The contention of the assured was 
that he filed proof of loss within 
ninety days of the loss, as required 
by the policy, and that he had no 
right to institute suit for sixty days 
thereafter, the insurance company 
under the terms of the policy being 
given this term to accept or reject 
the claim. He asserted that under the 
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Civil Practice Act of the state of 
New York periods of limitation run 
from the date when the right to 
maintain an action has accrued, and 
that in this instance the right did not 
accrue until sixty days after he had 
furnished proofs of loss. 


Justice Shientag stated in part: 
“This argument would be valid if the 
parties merely shortened the period of 
limitations without specifying the 
date from which it was to run. This 
date was provided for in the agree- 
ment of the parties, and the statutory 
provision must yield to the condition 
specified in the contract.” 


New Pacific Coast Manager 
for Federal Hardware 


G. STUART PEICK, FORMERLY LOCATED 
IN MINNEAPOLIS AS LOSS MANAGER 
of the Federal Hardware & Imple- 
ment Mutuals, has been appointed 
Manager of their Pacific Department 
office at San Francisco. 

Mr. Peick, who succeeds Charles 
A. McKenzie, is Assistant Secretary 
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of the Hardware Mutual Fire In- 
surance Company of Minnesota, one 
of the three companies comprising 
the Federal group. 

His many years of experience in 
the loss, sales and underwriting func- 
tions of the business have given 
him a broad knowledge not only of 
his own company’s operations, but of 
the entire field of insurance as well. 
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Occupational Rating Plan 
Hearing 


INSURANCE DIRECTOR ERNEST PAL- 
MER OF ILLINOIS, HAS NOTIFIED ALL 
companies authorized to transact 
business of automobile insurance that 
in response to a request of a com- 
pany he has set February Ist as the 
date for a formal hearing of a pro- 
posal for an “Occupational Rating 
Plan” and that pending disposition 
of the matter, the effective date of 
his order of December 11 prohibit- 
ing such a plan was indefinitely post- 
poned. 

He said that any order resulting 
from the formal hearing would not 
be effective for at least thirty days 
after issuance thus providing com- 
panies an opportunity to appeal any 
possible order to the courts if desired. 

An informal hearing was held on 
the plan November 16, after which 
the companies were asked to submit 
briefs on the subject. From these 
briefs Director Palmer decided 
against the proposal which would 
permit companies to charge rates for 
automobile insurance according to 
the occupation of the owner or op- 
erator. The effective date of his or- 
der was set for January 1. 

“A petition has been filed with 
the department requesting a rehear- 
ing and review,” the Director ex- 
plained. “I hereby grant the request 
for such rehearing and review in 
order to enable any and all companies 
or persons to submit any informa- 
tion, statistical data, experience fig- 
ures or other evidence on the use of 
‘occupational rating plans’. The hear- 
ing will be held in the office of the 
Department of Insurance at Spring- 
field, Tuesday, February 1, 1938, at 
10 A. M. 

“The granting of this rehearing 
and review operates to stay for all 
companies the order entered Decem- 
ber 11, which was to have become 
effective January 1.” 

Pointing out that present informa- 
tion indicated the hearing “will re- 
quire considerable time to afford any 
and all companies and other inter- 
ested persons opportunity to present 
their evidence and arguments,” the 
Director asked those desiring to ap- 
pear to so advise the Department 
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and give an estimate of the time 
presentation of their case will re- 
quire. 

“From the moment when the ques- 
tions now under consideration were 
first raised we have been mindful of 
the importance of problems involved 
and have therefore encouraged and 
facilitated the use of the statutory 
safeguards which may be invoked to 
review any order of the Director,” 
he said. The “safeguards” are three 
sections of the new Insurance Code, 
providing the method of review being 
used in this case. 


New York Taxicab Rates 
Approved 


SUPERINTENDENT OF INSURANCE, 
LOUIS H. PINK, OF NEW YORK, AFTER 
considerable study and discussion re- 
cently announced that he had ap- 
proved the taxicab liability insurance 
rates which have been filed for the 
year 1938 for New York City. The 
new rates represent an annual reduc- 
tion of approximately $135,000 for 
individually owned cars based upon 
the representation that about 85% 
of such cars are exclusively owner 
driven. There is no change in the 
rate for fleets, which is $37 a month 
in the New York City area and $30 
a month in Queens Suburban. 


Low Income Groups Purchase 


More Automobiles 


A SURVEY RECENTLY MADE PUBLIC 
BY THE AMERICAN PETROLEUM IN- 
stitute indicates that automobile 
ownership among families with in- 
comes of $30.00 a week and less is 
expanding by one million a year. The 
prediction is made that if the present 
trend continues close to fifteen mil- 
lion families of modest or low in- 
come groups will own cars by 1940. 
Another interesting fact disclosed 
by the survey was that the sale of 
second hand cars has greatly exceed- 
ed that of new models during the 
past decade, and that less than one- 
half of the motorists of the United 
States ever purchased a new car. 
It is further stated that there are 
at present some twenty-five million 
cars operating on American high- 
ways, while there is a total of only 
nine million cars throughout the re- 
mainder of the civilized world. 
Baird H. Markham, head of the 
survey committee of the institute, 
pointed out “although motor car 
prices for both new and secondhand 
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models have been radically reduced 
in the United States during the past 
decade, the savings in this direction 
are somewhat curtailed by mounting 
costs of licenses, gasoline taxes, etc. 
Fifteen years ago, for example, the 
average annual gas tax bill per ma- 
chine was about $5.00; now it is 
above $30.00. For the year 1937 the 
Federal government will collect close 
to one billion dollars in gasoline 
taxes, and the highway users will 
also pay about one-third of a billion 
dollars to the states for registration 
fees. 

“The typical United States motor- 
ist drives on the average of about 
40 eight hour days per year. He 
must work from one to two weeks to 
pay the taxes on that travel. But as 
for the gasoline itself, the motorist’s 
dollar will now buy about twice as 
much as it would have bought in 
1920.” 


Dangerous To Be Home 


IN A PAMPHLET ENTITLED “You 
ARE SAFER ON THE JOB THAN OFF,” 
issued by the Standard Oil Company 
of California, are the two following 
significant paragraphs: 

“Last year twelve employees of our com- 
pany were killed by accidents while off 
duty, whereas only three men met acci- 
dental death while at work. 

Comparative figures on non-fatal injur- 
ies to S.O.E.’s while on and off duty are 
not available, but in the nation as whole, 
highway and home accidents are five times 
as frequent as in industry. 

“American Petroleum Institute reports 
that there are twenty eight per cent more 
oil company employees killed while off 
duty than while on the job. Furthermore, 
three out of every five fatalities while off 
the job, among oil workers in the nation, 
are the result of automobile accidents.” 


Casualty Actuarial Society 
Committee Appointments 


President Leon S. Senior recently 
announced the following appoint- 
ments on committees of the Casualty 
Actuarial Society : 

COMMITTEE ON ADMISSIONS— 
(Chairman) Thomas F. Tarbell, Gustav F. 
Michelbacher, William F. Roeber, William 
J. Constable, Hiram O. Van Tuyl. 

AUDITING COMMITTEE—(Chair- 
man) W. Phillips Comstock, Howard G. 
Crane, Lee J. Wolfe. 

EDITORIAL COMMITTEE—(Chair- 
man ex officio) Clarence W. Hobbs. AS- 
SISTANT EDITORS—Clarence A. Kulp, 
Jack J. Smick, Harold T. Ginsburgh, F. 
Stuart Brown, Thomas O. Carlson. 

EDUCATIONAL COMMITTEE— 
(Chairman) Clarence A. Kulp, Emma C. 
Maycrink, Norton E. Masterson, William 
M. Corcoran, Lloyd A. H. Warren, Wil- 
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liam H. Burling, Albert Z. Skelding, Char- 
les J. Haugh. 

EXAMINATION COMMITTEE— 
(General Chairman) James M. Cahill. 
FELLOWSHIP—(Chairman) Nels M. 
— Mark. Kormes, Russell P. God- 
ard. 

ASSOCIATESHIP—(Chairman) Rob- 
bert V. Sinnot, Harry V. Williams, Jr., 
Arthur E. Cleary, Freeland R. Cameron. 

COMMITTEE ON PAPERS—(Chair- 
man) Sydney D. Pinney, Charles G. Smith, 
Paul Dorweiler, Clarence W. Hobbs (ex 
officio) . 

COMMITTEEON PROGRAM —Ralph 
H. Blanchard, Winfield W. Greene, Clar- 
ence W. Hobbs, Gustav F. Michelbacher, 
Francis S. Perryman, Richard Fondiller 
(ex officio), Leon S. Senior (Chairman, 
ex officio). 


Special Committees 


COMMITTEE ON RESERVES FOR 
FIDELITY AND SURETY LINES— 
(Chairman) Charles V. R. Marsh, Joseph 
J. Magrath, John A. Mills, John L. Barter, 
Arthur E. Thompson. 

COMMITTEE ON MORTALITY 
FOR DISABLED LIVES—(Chairman) 
Paul Dorweiler, Ralph M. Marshall, Mark 
Kormes. 

COMMITTEE ON ADVANCEMENT 
OF ASSOCIATES—(Chairman) F. Stu- 
oe Thomas O. Carlson, James M. 

ahill. 


New Treatise on Automobile 
Insurance Law 


JOHN A. APPLEMAN, BLOOMING- 
TON, ILLINOIS, ATTORNEY AND HEAD 
of the legal department of the State 
Farm Mutual Automobile Insurance 
Company, has recently completed a 
treatise dealing with the law of auto- 
mobile liability insurance. This trea- 
tise has taken over three years of in- 
tensive research and discusses all 
court decisions dealing with this 
phase of the law. Each provision of 
the National Standard policy, which 
comprises 98 % of all policies written 
at the present time, is treated as a 
separate chapter. The meaning of 
every word, phrase, and clause in this 
policy is explained and all court de- 
cisions construing such expressions 
in either the Standard form or sim- 
ilar policies are discussed at length. 
The book is a single volume text, 
about 600 pages in length, and con- 
tains about 6,000 citations. The au- 
thor states that the purpose of this 
work is to aid in eliminating the con- 
fusion and misunderstanding sur- 
rounding this subject at the present 
time. 

Mr. Appleman received his A. B. 
and J. D. degrees from the Univer- 
sity of Illinois where he also took 
graduate work in International Law. 
He formerly practiced in Urbana 
and Peoria, Illinois, where he spe- 
cialized in the field of insurance and 
tort law. Some of his better known 
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articles appearing during the last two 
years include: “The Tort Liability 
of Charitable Institutions,” American 
3ar Association Journal, January, 
1936, reviewed in the Casualty In- 
suror October 1936, announced in 
Chicago Daily Law Bulletin, August 
29, 1935; “Special Phases of the 
Omnibus Clause,” American Bar As- 
sociation Journal, September 1936, 
reprinted in Best’s Insurance News, 
October 10, 1936; “Sleeping at the 
Wheel,” Iowa Law Review, March 
1937, abstracted in Current Legal 
Thought, May, 1937 ; “Special Phases 
of the Family Purpose Doctrine,” 
Tennessee Law Review, December 
1936; “Automobile Insurance and the 
Declaratory Judgment,” American 
Bar Association Journal, July, 1937. 


The treatise entitled “Automobile 
Liability Insurance” is being pub- 
lished by Callaghan & Company, Chi- 
cago, Illinois. 


Contest Pennsylvania 
Compensation Law 


A SUIT TO TEST THE CONSTITUTION- 
ALITY OF THE RECENTLY ENACTED 
Pennsylvania Compensation Law has 
reached the Supreme Court of that 
state and is expected to be decided 
soon. It is claimed by two bitumi- 
nous coal companies that ihe act is 
unconstitutional because the new law 
is class legislation; that it gives the 
State Department of Labor and In- 
dustry powers beyond the intent of 
the Constitution; that the law’s pro- 
posed schedules would enable some 
employees to receive more compensa- 
tion than their regular wages; that it 
deprives employers of their property 
without due process of law, and that 
they are unable to pay the increased 
insurance rate. 

The suit was instituted in Dauphin 
County Court by William A. Schna- 
der, former attorney general of 
Pennsylvania, in behalf of the Rich 
Hill Coal Company, Hastings, and 
the Morrisdale Coal Company, Phil- 
lipsburg. An injunction restraining 
the Secretary of Labor and Industry 
from enforcing the law was request- 
ed. The Dauphin County Court re- 
fused to entertain a taxpayer’s suit 
by the two coal companies. 

Such a suit, if successful, woud 
stay enforcement of the entire act. 
The court, however, granted prelim- 
inary injunctions to prevent state of- 
ficials from enforcing the act against 
the two coal companies only. Per- 
mission to intervene in fighting the 
law has been asked since then by 
forty-three other coal companies. 
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The Supreme Court was asked to 
take original jurisdiction in the case 
before the lower court could hear 
argument on the petition to make the 
injunction permanent, by joint action 
of Attorney General Margiotti and 
Attorney Schnader. The court agreed 
to a review if the opposing counsel 
can agree upon a statement of facts 
eliminating everything except consti- 
tutionality. 

ee 8 .@ 


Changes in Kemper 
Organizations 


SEVERAL CHANGES IN THE EXECU- 
TIVE DEPARTMENTS OF THE ASSOCIAT- 
ed Mutuals, Incorporated, and of the 
James S. Kemper & Co., were re- 
cently announced by Mr. Kemper. 

The first of these changes was the 
election of Warren C. Beem, and 
Bruce W. Davis as Vice Presidents 
of James S. Kemper & Co., the Cen- 
tral Department office representing 
the L. M. C. and its associated car- 
riers. 

Mr. Beem entered the insurance 
business in 1918 and joined the Kem- 
per organization as a field representa- 
tive in 1933. Mr. Davis, whose in- 
surance experience dates back to 
1915, became identified with the As- 
sociated Mutuals, Incorporated, of 
Atlanta, Georgia, the Southeastern 
office of the L. M. C. and its asso- 
ciated carriers in 1926. In 1933 he 


came to Chicago and became a rep- 
resentative of James S. Kemper & 
Co. 

The other change in the ranks of 





Feala Studio 
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the Kemper organizations was the 
elevation of C. L. R. Nichol to the 
position of Vice President of the 
Associated Mutuals, Incorporated. 
Mr. Nichol has been prominent in 
Southern insurance circles for over 
twenty years. In 1933 he joined the 
Associated Mutuals and since that 
time has served as Assistant Man- 
ager of that organization under E. G. 
Hitt. 


Pennsylvania Disapproves 
Retrospective Rating 


INSURANCE COMMISSIONER OWEN 
B. HUNT HAS DISAPPROVED A RETRO- 
active plan submitted to the Pennsyl- 
vania Compensation Rating and In- 
spection Bureau. In deciding against 
the plan Commissioner Hunt issued 
the following statement: 


“The proposed plan is not an improve- 
ment on the present rating method. It is 
rather an addition to the present structure 
than an attempt to remedy any defect in the 
present plan. It seems to be in violation 
of anti-discriminatory clauses in the Penn- 
sylvania law. 

“The submission of the sponsored plan 
indicates that its sponsors believe the pres- 
ent Experience Rating plan to be inade- 
quate to a certain extent, but not to the 
point that it would be eliminated. The re- 
trospective plan is considered as supple- 
menting the Experience Rating Plan. It has 
been stated that the Experience Rating 
Plan is not sufficiently responsive in its 
operation and therefore does not encourage 
the incentive to accident prevention, which 
factor is claimed for retrospective rating. 


“The Insurance Department is not gov- 
erned by the thought that rating plans are 
unchangeable and permanent. The Depart- 
ment will welcome any plan designed to 
insure responsiveness, with due regard for 
the stability of the rating structure and the 
insurance laws of the Commonwealth, it 
welcomes the effort made in this instance 
to improve the rating structure. Such im- 
provement, however, may be accomplished 
in various ways, either by improvement of 
the present Experience Rating Plan or sub- 
stitution of a more improved plan which 
would conform to the Insurance Laws.” 


e ee ® 
Mutual Club Reorganized 
THE MUTUAL FIRE INSURANCE 


CLUB OF COLUMBUS, OHIO, HAS BEEN 
reorganized and its name changed 
to the Mutual Insurance Club of 
Columbus. Because of the new set 
up of the Club a large number of 
casualty men have been admitted to 
membership. 

H. K. Brookhart, a local agent, 
was elected president; R. F. Young, 
Ohio Farm Bureau, vice-president, 
and Ralph Kagay, Mills Mutuals, 
secretary-treasurer. 
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Compulsory Insurance in 
Great Britain 


By PROF. RALPH H. BLANCHARD 

SCHOOL OF BUSINESS, COLUMBIA UNIVERSITY 

COPYRIGHT 1938 BY RALPH H. BLANCHARD, 
NEW YORK, N. Y. 


pulsory insurance in Great Brit- 

ain: motor vehicle liability, air- 
craft liability, and workmen’s com- 
pensation in the coal mining industry. 
Every person who uses, or causes 
or permits any other person to use, 
a motor vehicle on a road is required 
to be covered by insurance, unlimited 
in amount, against liability for death 
or personal injury caused by, or aris- 
ing out of, such use.! Security in the 


a are three classes of com- 





1Road Traffic Act, 1930, $§ 35, 36. Certain pub- 
lic authorities are excepted. A policy is not required 
to cover contractual liability, liability to employees 
of the insured, nor liability to persons while riding 
in, or while entering or leaving, the vehicle. 


amount of £15,000 may be deposited 
in lieu of insurance, but this alter- 
native is of little practical impor- 
tance. Any insurer, conforming to 
the provisions of the Assurance Com- 
panies Act, 1909, as amended, is au- 
thorized to write such insurance.” 
Evidence of compliance with this re- 
quirement is a Certificate of Insur- 
ance, which the user must produce on 
demand of a police officer, or within 
five days at a police station. The Cer- 
tificate must also be produced in or- 


2See Blanchard, R. H., ‘Insurance Supervision in 
Great Britain’’. 
Nov. 1937. 
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der to license the motor vehicle for 
operation on the road. Failure to 
have insurance in force as required 
by the Act is punishable by fine or 
imprisonment or both, the maximum 
penalties being set at £50 and three 
months. 
The insured and insurer were left 
free under the original Act to con- 
tract as they saw fit, except that 
there was nullified as against the 
third party any provision in the pol- 
icy making the insurer’s liability con- 
tingent on something being done or 
omitted by the insured after the atci- 
dent. The third party was also, by 
another law, given direct right of ac- 
tion against the insurer where the 
insured became bankrupt or similarly 
involved. The third party could not 
collect, however, if the policy was 
void because of non-disclosure or 
misrepresentation on the part of the 
insured, whether fraudulent or not. 
If the insured had violated the condi- 
tions of the policy, or if the user was 
not covered by its terms, there could 
likewise be no recovery. The penal- 
ties were relied upon to force the 
user to see that proper insurance was 
maintained. 
A second Road Traffic Act was 
passed in 1934, -in which were in- 
cluded provisions placing the injured 
claimant in a much more favorable 
position. If he obtains a judgment 
against an insured, the insurer now 
becomes immediately liable direct to 
the third party. The policy may be 
avoided as against an injured third 
party on the ground of misrepresen- 
tation or non-disclosure of a mate- 
rial fact only if the insurer has ob- 
tained a declaration from the Court 
that it is entitled to such avoidance. 
Further conditions in policies are in- 
validated as against injured third 
parties ; those purporting “to restrict 
the insurance... by reference to any 
of the following matters”: 
(a) the age or physical or mental condi- 
tion of persons driving the vehicle; 
or 
(b) the condition of the vehicle; or 
(c) the number of persons that the ve- 
hicle carries; or 
(d) the weight or physical characteris- 
tics of the goods that the vehicle 
Carries; or 
(e) the times at which or the areas 
within which the vehicle is used; or 

(f) the horse power or value of the ve- 
hicle; or 

(g) the carrying on the vehicle of any 
particular apparatus; or 

(h) the carrying on the vehicle of any 
particular means of identification 
other than any means of identifica- 


tion required to be carried by or un- 
der the Roads Act, 1920.3 


8Road Trafi Act, 1934, § 12. If the insurer is 
compelled to pay any claim to a third party in 
respect of which, under the contract, he is not 
liable to the insured, he has full right of recovery 
against the insured. 


— 
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So far as these Acts related to in- 
surance their purpose was to enable 
an injured third party to collect dam- 
ages to the extent that he could es- 
tablish liability on the part of a user 
of a motor vehicle. They fail to ac- 
complish this purpose in the follow- 
ing circumstances : 

1. When the vehicle is being used 
for a purpose not covered by 
the policy, as when a vehicle in- 
sured as a “private car” is used 
for commercial purposes. 

2. When the motorist has failed 
to comply with a condition of 
the policy (except those condi- 
tions made ineffective against 
third parties, as explained 
above). 

3. When a declaration has been 
obtained from the Court that 
the insurance had been ob- 
tained by material misrepre- 
sentation or non-disclosure. 

4. When the motorist has not ob- 

tained insurance. 

When the motorist who caused 
the accident cannot be traced. 
6. When the insurer is insolvent. 


wal 


URING the hearings held by the 

Committee on Compulsory In- 
surance evidence was heard from a 
wide variety of persons on these 
gaps in the protection afforded by the 
Acts, and many suggestions were 
made for closing them. It seemed to 
be generally agreed that there was 
not a very large number of cases in 
which hardship resulted to injured 
persons or their dependents. But it 
was equally agreed that, “The prin- 
ciple of compulsory insurance having 
once been accepted . no scheme 
can be regarded as wholly satisfac- 
tory if it admits of an injured third 
party, without any fault of his own, 
failing to obtain the compensation 
which he is intended to secure’”.* 

It was the opinion of certain wit- 
nesses that if a policy of insurance 
in respect of a motor vehicle had in 
fact been obtained, it should be en- 
forceable by an innocent third party 
regardless of its validity as to the 
insured, and should cover any one 
using the vehicle with his consent. 
It was agreed that an insurer should 
have full right of recovery from the 
insured where the contract would be 
invalid as to him.® Representatives 
of insurance interests were emphatic 
in their recommendation that they 
continue to be permitted to secure a 


**Report of the Committee on Compulsory Insur- 
ance’’, July 1937, p. 51. CCited in further notes as 
**Report’’ ) 

®The financial value of this right was considered 
by insurers to be very small. 
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declaration of avoidance in cases of 
material misrepresentation or non- 
disclosure and that certain policy 
conditions be permitted. They based 
their contention largely on the desir- 
ability of being able properly to se- 
lect risks and to discriminate equi- 
tably in making rates. They sug- 
gested, however, that allowable pol- 
icy conditions might well be stated 
in the law. 

While the Committee recognized 
the desirability of doing everything 
practicable to enable injured persons 
to obtain compensation due them, its 
recommendations were designed to 
achieve that end “without undue dis- 
turbance of any fundamental prin- 
ciple”. Accordingly they recom- 
mended “that the right to avoid the 
contract of insurance on the ground 
of material misrepresentation or non- 
disclosure after obtaining a declara- 
tion from the Court should be re- 
tained.” Evidently the Committee 
was impressed by the argument that 
to do otherwise would be an unwar- 
ranted sacrifice of a fundamental in- 
surance principle. 


The Committee further recom- 
mended the following policy condi- 
tions which alone should be effective 
as against an injured third party: 


1. As regards use—a condition exclud- 
ing :— 

(1) Use for business purposes except 
by the insured (or some named 
individual) in person. 

(2) Use for business purposes other 
than the business purposes of the 
insured. 

(3) Use for the carriage of goods or 
samples in connection with any 
trade or business. 

(4) Use for hire or reward. 

(5) Use for organized racing and 
speed testing. 

(6) Use, in the case of a public serv- 
ice or goods-carrying vehicle, for 
a purpose not permitted by the 
licence under which the vehicle is 
operated. 

(7) Use of a motorcycle without 
sidecar being attached. 

2. Ae regards driving—a condition :— 

Y limiting driving to :— 

(a) the insured or any person 
‘iving with the permission of 
‘ec insured, permission being as- 
med if it can be inferred in the 

vireumstances ; 

(b) the insured or persons em- 

ploved by the insured; 

(c) a named person or persons; 

excluding driving by :— 

(a) a named person or persons; 

(b) a person whose driving li- 

cence has been suspended (during 

the period of suspension) or a 

person who is disqualified from 

obtaining a driving licence. 

3. A condition excluding liability for in- 
jury caused or contributed to by con- 
ditions of war, civil war, riot or civil 
commotion.7 


wv 


*Report, p. $2. 
Report, p. 80. 


As a further safeguard it was rec- 
ommended “That an insurer should 
not be entitled to repudiate liability 
to the detriment of an injured third 
party on the ground of a breach of 
any of the permitted conditions with- 
out obtaining a declaration by the 
Court that such breach has been es- 
tablished”’.® More effective enforce- 
ment of the law requiring insurance 
and stricter application of penalties 
were also suggested. 


VEN though the recommenda- 

tions of the Committee were ac- 
cepted, it was recognized that in- 
jured persons would frequently be 
without compensation. It was, there- 
fore, the opinion of the Committee 
that a Central Fund should be set up 
and maintained by contributions 
from insurers, and managed without 
governmental control by their repre- 
sentatives. From this Fund injured 
third persons would be entitled to col- 
lect the amount of any judgment 
which they were unable to collect 
from insurers because of (1) insol- 
vency of the insurer, (2) repudiation 
of liability on the ground of breach 
of a permitted policy condition, (3) 
avoidance of the contract on the 
ground of material misrepresentation 
or non-disclosure, (4) failure of the 
motorist to insure. The Committee 
found itself unable to find a solution 
for the case of the motorist who 
could not be traced. It would be im- 
possible to secure a judgment in such 
a case, and it was felt that to give 
a right against the Central Fund 
would lead to serious abuses.® 


Whenever the Central Fund made 
a payment on account of insolvency 
of an insurer it would also be obli- 
gated to carry to expiration the in- 
sured’s policy. The Central Fund 
would have a prior claim to any re- 
insurance payment in respect of any 
amount which it paid out, and to the 
unearned premiums on policies which 
it took over. To the extent that re- 
insurance recoveries fell short of the 
liabilities taken over by the Fund, 
it would be in the position of a gen- 
eral creditor. 


It was recognized that third par- 
ties injured by motorists would, by 
the establishment of the Fund, be 
given privileges not available to per- 
sons injured by other means. Repre- 
sentatives of insurers pointed out 


8Report, p. 52. 

*An insurer would be permitted to repudiate liabil- 
ity without a declaration from the Court and there 
would be no right of action against the Fund in the 
case of a policy condition relating to war, civil war, 
riot or civil commotion. 
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that they would be paying losses for 
which they were not really respon- 
sible. But it appeared to the Com- 
mittee and to insurers that this was 
“a natural consequence of the estab- 
lishment of compulsory insurance 
with its implication that every per- 
son injured by a motor vehicle should 
have the benefit of insurance ade- 
quate to cover any damages awarded 
to him by the Courts.” The Com- 
mittee felt that there was “no reason 
to think that . . . the setting up of 
the Central Fund should, in itself, 
occasion any appreciable increase in 
premiums”. “In any event” they 
considered “that a comparatively 
small contribution by insurers on be- 
half of the motoring community as 
a whole is justified in order to avoid 
grave hardship to individual third 
parties injured on the roads.’"! 


A SPECIAL phase of the general 
problem is that of foreigners 
visiting Great Britain with motor 
vehicles. It was proposed that Cer- 
tificates of Insurance should be ac- 
cepted from foreign insurers ap- 
proved by the Board of Trade. A 
condition of such approval would be 
an arrangement by the foreign in- 
surer with a British insurer or other 
duly constituted authority to serve 
as its guarantor in Great - Britain. 
Without such a certificate the for- 
eign visitor would be required to ob- 
tain a temporary policy of insurance 
from a British insurer. 


The question of forcing insurers to 
accept risks was not even raised 
either by, or before, the Committee. 
It was suggested that premium rates 
be regulated by the government, but 
the Committee did “not recommend 
any change in the direction of fixing 
or controlling rates of premium.”!? 


The aircraft liability policy re- 
quired by the Air Navigation Act, 
1936 must cover the owner of an 
aircraft against all liability he may 
incur in respect of loss or damage to 
persons or property on land or water 
by, or by a person in, or an article 
or person falling from, an aircraft 
while in flight, taking off or land- 
ing.18 This liability may arise from 
negligence or be an effect of provi- 
sions in earlier air navigation acts. 
There is provision for limitation of 
liability, somewhat as in the case of 





Report, p. 55. 
“Report, p. $7. 
Report, p. 61. 


_ “Here, as in the case of motor vehicles, provision 
is made for a deposit in lieu of insurance, and cer- 
tain public bodies are exempt from any requirement. 
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ships. The aircraft policy is prac- 
tically free of conditions. 


The Committee recommends much 
the same protection for third parties 
injured by aircraft as for those in- 
jured by motor vehicles. No provision 
is suggested for cases where the in- 
surer repudiates liability on the 
ground of a breach of condition, be- 
cause of the limited conditions in the 
aircraft policy. If conditions analo- 
gous to those permitted in the motor 
vehicle policy should be permitted in 
that policy, the Committee would add 
provision for financial protection of 
the injured in case of breach. 


Every owner of a coal mine is re- 
quired by the Workmen’s Compensa- 
tion (Coal Mines) Act, 1934 to in- 
sure against all liability under the 
Workmen’s Compensation Acts to 
workers at the mine or to set up a 
Compensation Trust. The employer 
is not obliged to insure his obliga- 
tion for the first 26 weeks of dis- 
ability, though his insurer must as- 
sume this liability if he becomes 
bankrupt or goes into liquidation or 
if a receiver or manager is appoint- 
ed by debenture holders. By far the 
greater part of the compensation li- 
ability of coal mining enterprises is 
carried by mutual indemnity associa- 
tions. About five per cent of the 
business is handled by insurance com- 
panies; Lloyd’s underwriters write 
almost exclusively reinsurance of fa- 
tal accident and catastrophe risks; 
and there are only 18 undertakings 
which have set up Compensation 
Trusts. 


Mutual Indemnity Associations 
are at present almost completely ex- 
empt from any governmental regula- 
tion. They need file no returns nor 
are they subject to the Winding Up 
Acts. While two of the larger Asso- 
ciations conduct their business in ac- 
cordance with the methods followed 
by the better insurance companies, 
the others rely in greater or less de- 
gree on the assessment principle. Full 
reserves are not maintained. Their 
full solvency depends on the solvency 
of their members. All but one of 
the Associations are registered as 
limited liability companies, and only 
nominal amounts are guaranteed by 
members on liquidation. Further, a 
member may withdraw from an As- 
sociation on meeting his liabilities at 
the time of withdrawal. 


The Committee recommended that 
both these Associations and Compen- 
sation Trusts be brought under the 
scheme of governmental regulation 
proposed for insurance companies," 





4See Blanchard, op. cit. 
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and that they be operated “on a 
strict insurance basis”, with special 
attention to adequate premium rates 
and reserves. They should be re- 
quired to reinsure catastrophe risks 
under reinsurance arrangements ap- 
proved by the Board of Trade. In- 
jured workmen and their dependents 
should have a prior claim on reinsur- 
ance recoveries in the event of an in- 
surer’s insolvency. 


HE Committee considered the 

question of a Central Fund for 
workmen’s compensation insurance 
and reported as follows: 


The question has been raised whether 
a Central Fund should be constituted in 
the case of compulsory workmen’s com- 
pensation insurance as in the case of 
compulsory motor vehicle and aircraft in- 
surance. The conditions are, however, 
different. Failure to insure can hardly 
arise and defences are expressly ruled out 
by the Nicholson Act. The business is 
carried on, except for a small proportion, 
by mutual indemnity associations which 
transact business in the United Kingdom 
only and carry on no other class of in- 
surance business. The whole of the assets 
are thus held for the class of business in 
question. Further, in the event of the 
insolvency of a mutual indemnity associa- 
tion or of any other insurer licensed to 
transact compulsory workmen’s compen- 
sation insurance, the injured workman 
has a claim against his employers who 
are normally persons of substance. In all 
the circumstances we have not thought 
it essential that there should be a Central 
Fund in the case of compulsory work- 
men’s compensation insurance.15 


This Committee was appointed by 
the Board of Trade “to consider and 
report whether any, and if so what, 
changes in the existing law relating 
to the carrying on of the business of 
insurdnce are desirable in the light 
of statutory provisions relating to 
compulsory insurance against third 
party risks and by employers against 
liability to their workmen.”!® Under 
this reference the Committee consid- 
ered itself limited to a consideration 
of “the implications arising from 
the fact that insurance has by statute 
been made compulsory.” No atten- 
tion was given to the desirability 
of compulsory insurance nor to its 
extension. It was also felt that the 
words “business of insurance” as 
contained in the reference meant pri- 
vate enterprise and precluded any 
consideration of State insurance. 


The report of the Committee is 
particularly interesting as an indica- 
tion of the way in which the minds 
of its members reacted to a set of 
facts which are, or may be, more or 





Report, p. 46. 
Report, p. 6. 
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less paralleled in the United States. 
Compulsory motor vehicle insurance 
is generally accepted in Great Brit- 
ain, and it was recognized that in- 
surers were obligated to make it ef- 
fective, even to the extent of cooper- 
atively providing payments where no 
policy of insurance existed. In this 
country the Massachusetts law and 
the various financial responsibility 
laws place that obligation on the in- 
dividual insurer where a contract ex- 
ists but is invalid because of an act 
or omission of the insured. We have 
not gone so far as to cover the case 
of the motorist who has failed to 
obtain a policy, nor have we taken 
any steps in this field to provide pay- 
ments on account of insolvent insur- 
ers. We do, of course, go much fur- 
ther in State regulation designed to 
prevent insolvency, a road which the 
British are only beginning to travel. 


N the workmen’s compensation 

field our insurance requirements 
are much more strict than in Great 
3ritain. Under American laws the 
insurance carrier may not defend a 
claim by an injured workman on the 
ground of the insured’s avoidance of 
the policy or failure to comply with 
policy conditions.17 With the excep- 
tion of the largest corporations we 
require practically all employers to 
insure their compensation obligations. 
We supervise strictly the financial 
condition of insurers writing com- 
pensation insurance and regulate 
their premium rates. Several states 
now require the carriers to set up 
funds for the protection of workmen 
to whom payments are due from in- 
solvent insurers. 


Comparing the two situations, it 
may be said that Great Britain has 
more generally accepted the principle 
of compulsory liability insurance, but 
has been less concerned to adopt the 
idea of compulsory insurance for 
workmen’s compensation. Perhaps 
this is due to the feeling that while 
private motorists require compulsion, 
employers will meet their compensa- 
tion obligations. Having adopted 
compulsion, the British seem to be 
reluctant to interfere with the details 
of insurance company management, 
while recognizing the necessity of 
adopting measures for the accom- 
plishment of the end of compulsory 
insurance—the payment of compen- 
sation or damages to injured third 
parties. 





"This restriction is applied in Great Britain to 
policies covering coal mining. 
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“Drive and Live’’ 


A BOOK DESIGNED TO SERVE AS A 
TEXT IN TEACHING TRAFFIC SAFETY 
in high school classes or other groups 
is “Drive and Live” by Fitzgerald, 
Hoffman and Bayston, published by 
the Johnson Publishing Company, 
1510 Schreider Avenue, Chicago, 
Illinois. Within the space of 288 
pages a large amount of information 
is given in brief form about the his- 


tory of the automobile, the obliga-— 


tions of the driver, the technical make 
up of a car, accidents—their causes 
and results, and the problem of auto- 
mobile traffic from the public stand- 
point. There are questions for con- 
venient assignment of lessons by 
teachers. For a book of its kind the 
bibliography is constructively com- 
plete. 

Without having had an opportun- 
ity to check on the many charts and 
tabulations contained in the volume, 
it would seem that considerable re- 
search had been put into its prepara- 
tion and that the conclusions reached 
are sound. Organizations teaching 
traffic safety, and schools which have 
this subject in their curriculum, would 
do well to take a look at “Drive and 
Live.” 

eee 


Connecticut Financed Car 
Coverage Ruling 


AN ORDER NOTIFYING FIRE AND 
CASUALTY INSURANCE COMPANIES DO- 
ing business in the state that pur- 
chasers of automobiles on time pay- 
ments must be furnished with certifi- 
cates of insurance giving details of 
the coverage and its cost, when such 
cars are insured for their benefit, was 
recently issued by Insurance Com- 
missioner John C. Blackall of Con- 
necticut. The action is in line with 
recommendations adopted at the mid- 
year meeting of the National Asso- 
ciation of Insurance Commissioners 
in New York in December. 


The text of Commissioner Black- 
all’s order follows in full: 


“This department has been receiving too 
many complaints from purchasers of auto- 
mobiles on a _ conditional bill of sale 
through financing companies, which com- 
plaints affect the method of conducting the 
business of insuring such automobiles. 
Without attempting to.describe the various 
incidents that have had official attention, 
the situation warrants this notice to all fire 
and casualty insurance companies author- 
ized to do business in the state. 

“This department orders that hereafter 
in the state of Connecticut every purchaser 
of an automobile under a financing plan, 
when said car is insured for his benefit, is 
entitled either to an insurance policy in his 


own possession or to a certificate of insur- 
ance in his own possession in the event 
that a master policy covers such cars 
through a common vendor of financing 
company. 


“The policy or certificate in the hands 
of the purchaser should contain a true and 
factual statement of the premium paid for 
the insurance, the policy period and the 
amount and nature of the coverage and 
should be countersigned by 4 resident 
agent. Facsimile may be used. 

“The department is informed that to 
expedite bookkeeping a flat rate or premi- 
um is charged by some companies on every 
car when joint interest is involved, regard- 
less of its size or value. This practice is 
discriminatory and should cease immedi- 
ately. Any excuse that the insurance de- 
partment has no jurisdiction over financing 
companies will not be accepted in so far 
as the insurance features of the transaction 
are concerned. 

“The department will insist that the 
purchaser of an automobile through a 
financing company is entitled to the same 
rights as his interest may appear in the 
unearned premium on the cancellation of a 
joint interest policy as he would have un- 
der his contract if no financing company 
were involved. 


“In connection with mutual fire insur- 
ance companies, if a dividend is paid by 
the company, the purchaser shall be en- 
titled to participate in the dividends as his 
interest may appear.” 


1937 Fire Losses Lower 


FIRE LOSSES IN THE UNITED STATES 
DURING DECEMBER TOTALLED $30,172,- 
952, an increase of 27 per cent over 
November and .1 per cent over De- 
cember, 1936, acording to an estimate 
by the National Board of Fire Un- 
derwriters. The total for the entire 
year amounted to $284,720,094. This 
is $8,637,151 less than the $293,357,- 
245 in 1936 but more than $25,000,- 
000 higher than the 1935 losses of 
$259,159,945. 


December losses were the heaviest 
of any month during 1937 and nearly 
$11,000,000 higher than those in Sep- 
tember which was the low month of 
the year. 


The following table shows the 
losses for each month of 1935, 1936 
and 1937: 





1935 1936 1937 
Jan. $23,430,504 $27,729,930 $25,069,895 
Feb. 25,081,625 30,909,896 28,654,962 
March 24,942,703 29,177,406 29,319,029 
April 23,267,929 25,786,835 26,663,854 
May 21,238,205 21,479,380 21,437,739 
June 18,499,675 20,407,485 19,524,765 
July 19,293,619 22,357,020 19,812,485 
Aug. 18,137,060 21,714,495 19,767,314 
Sept. 16,641,882 20,413,537 19,349,756 
Oct. 19,785,871 20,439,136 21,097,670 
Nov. 20,871,584 22,808,497 23,849,673 
Dec. 21,969,228 30,133,628 30,172,852 
Tot. $259,159,945 $293,357,245 $284,720,094 
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Photo by Underwood & Underwood 
The common sense engineer must think through to what might happen. 


The Common Sense Engineer 


By R. D. MAC DANIEL 
GRAIN DEALERS NATIONAL MUTUAL FIRE INS. CO., 
INDIANAPOLIS, IND. 
Excerpts from an address delivered before 1937 


annual convention Assn. 


Mutual Fire Insurance 


Engineers. 


N engineer going into a risk 

should recognize that he repre- 
sents the company to that policy- 
holder, that he is not a policeman, 
that the property belongs to that pol- 
icyholder, and that he, the engineer, 
cannot tell that man one thing he has 
to do. 

Everything that man does as a re- 
sult of the engineer’s visit is going 
to be of his own free will. That 
should, it seems to me, be the starting 
point for any inspection, any kind of 
engineering visit—-the recognition 
that anything that is done to that 
property is going to be done because 
the policyholder feels it is to his in- 
terest to do it. He may not person- 
ally want to spend the money, or he 
may not want to do it for some other 
reason, but if it is going to be done 
it will be because he has been con- 
vinced it is to his own interest to do 
it, and he has to be approached on 





that basis. So, to antagonize a pol- 


icyholder is a wrong step; and any 
other steps that follow, right or 
wrong, will not get our engineer very 
far if the first step has been wrong. 
So, he must, first of all, as a com- 
mon sense engineer, maintain cordial 
relations with his policyholder. 

In the second place, he must be 
thorough in his inspection, and he 
must be correct in his size-up of the 
risk. That covers a lot of things. 
It covers not only what he is going 
to do while he is there; it covers 
what he knows. If he does not know 
anything about some of the things he 
sees, he obviously cannot do anything 
constructive about them if they hap- 
pen to be wrong. 

There are so many things that en- 
ter into the inspection of an ordinary 
risk. It is not merely the things that 
are within those four walls, it is ev- 
erything that affects that particular 
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risk. I am not going into the subject 
of moral hazard, but that is one of 
them. 

I wonder how many engineers 
really pay as much attention as they 
should to what is going to happen in 
case that risk catches fire. Is it ap- 
proachable from all sides? Consider 
these new air-conditioned buildings, 
some of them are nothing more than 
above-ground tombs — no windows 
in them. They may have some of the 
new glass that is set in with mortar 
and made air tight. All the people 
inside are sealed up just as effectively 
as if inside the Pyramids. That is 
something in which some progressive 
fire departments are taking a great 
deal of interest just now. I heard 
the Assistant Chief of the Cincinnati 
Fire Department, at the Fire School 
in Indiana, say that they refuse to 
permit a building of that sort—that 
is, with no openings above the ground 
level, to be constructed in the city 
of Cincinnati. 


People who want to erect buildings 
of this type cannot understand why. 
They say, “We are creating our own 
atmosphere, our own lighting; we do 
not need windows. In fact, they are 
objectionable. Anyway, why should 
you object?” 

The Fire Department says, “We 
object because we want to have ac- 
cess to your buildings. We need ac- 
cess for two reasons. If you get a 
fire in there and put your elevators 
out of order we are going to have to 
get the people out of the upper 
floors. If you get a fire even in your 
basement, we are going to have to 
ventilate upper floors, or possibly 
through the roof, and we cannot do 
that .if you make solid masonry and 
glass walls and roof. We have got 
to have access.” 


Consequently, in the city of Cin- 
cinnati you cannot put up a building, 
depending on the structure, with less 
than five to ten percent of openings 
in the wall. These wall openings may 
be doors or they may be windows, 
but it has to be an opening which 
the fire department can use in venti- 
lating, or in evacuating, or to take 
their hose in. The Fire Department 
at one time had to take the entire 
front out of a new air conditioned 
building to extinguish a fire, and 
they are now profiting by that ex- 
perience. 

Of course in buildings as ordi- 
narily constructed we do not come 
up against that to such a degree. But 
we see many buildings where there 
is no access from either side. Per- 
haps there is an area-way in the 
rear. But that may be difficult of 
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access. There may be windows only 
in the front. Depending on the oc- 
cupancy, those windows may or may 
not be available to the fire depart- 
ment. In New York State not long 
ago a risk was lost because the only 
available windows were blocked from 
the inside with piled stock, and the 
fire department not only could not 
get in themselves, but they could not 
get the hose streams in. The only 
way they could attack the fire was 
from the top of surrounding build- 
ings, and as a consequence the entire 
building was gutted. 

I do not believe as a general thing 
there is sufficient attention paid to 
this matter of approach to the risk, 
and the normal operations of the 
fire department. 


WAS very much interested in the 

comments of this same fire chief 
from Cincinnati who outlined just 
what steps the fire department must 
take in extinguishing a fire. 

In the first place, there is the 
“size up’. That is what the chief 
has to do while he is on the squad 
wagon or in his car on his way to a 
fire. He has to think about the 
building in which this fire is; from 
how many directions is it accessible ; 
how many stories does it have; what 
are the contents of the building ; how 
many companies does he have coming 
in on first alarm; if the fire is in the 
top does he have enough ladder com- 
panies coming in; if it is in a con- 
gested section is he going to have to 
use a fire tower, and if so, does it 
come in on this alarm? Is he apt to 
need second alarm companies imme- 
diately ? 

He has to do all that while on his 
way to the fire. That is what they 
call size-up. 

Then, second, the saving of life. 
That is the first thing the chief 
thinks about when he gets to the fire. 
Are there people in this building? If 
there are, naturally his first consider- 
ation is getting those people out of 
the building. 

If a particular risk that you are 
inspecting is a church, if it is a 
school, if it is an institution of any 
kind where people are apt to congre- 
gate, especially in large numbers, is 
the fire department going to have to 
spend much time on that phase of 
their work when they first arrive? If 
they do, it means more time before 
they get to that fire. 

The matter of exits is important. 
Are the people going to be able to 
get out under their own power and 
not require the attention of the fire 
department? 


JouRNAL OF AMERICAN INSURANCE 


Third, covering of exposures. If 
the building is of that type termed a 
“quick burner”, and there are plenty 
of them, the fire chief is going to 
realize quickly that building probably 
is going to be severely damaged at 
best. So, if there are surrounding 
buildings, he is going to be more 
concerned right off the bat with the 
protection of the surrounding build- 
ings than he is with the building in 
question. 

Now he hasn’t started to attack 
this fire yet. He is going to cover his 
exposures; not only in regard to ad- 
joining buildings, but if this is a 
building of more than one fire area, 
he is going to concern himself with 
blocking off that fire, and cover his 
interior exposures as well. 

As the fourth element he attempts 
to confine the fire. That is, confine 
it to the point of origin. He covers 
the exposures, then comes in to con- 
fine the fire to the section of the 
building, or floor, or individual fire 
division in which the fire is located. 

As the fifth operation, he proceeds 
with actual extinguishment. 

Then as the final operation, our 
chief overhauls the building. That is, 
he makes it safe for cleanup. Of 
course, at the same time the forego- 
ing operations are going on there 
may be some salvage work, if there 
is a salvage squad, or if enough fire- 
men are available. And also at the 
same time he is taking care of ven- 
tilation. All this emphasizes that the 
more we know about the mechanics 
of fire extinguishment, the better we 
are able to size up our risk. 


NOTHER point I would like to 

make while I am on the same 
subject, concerns relations with fire 
departments. That is a subject that 
has come up from time to time. I 
think it is a very important one. 
Most of these fire chiefs (and I don’t 
modify that according to the size of 
the town), and most of the firemen, 
are pretty well acquainted with their 
town, or with the territory their par- 
ticular company ordinarily covers. 
It seems to me that the engineer or 
the inspector, especially when in- 
specting his larger risks, who fails 
to go down and talk to the fire de- 
partment about that risk is missing 
an excellent source of information. 

It hasn’t been so- long ago that I 
was looking over a loss report on a 
four story semi-fire resistive build- 
ing. That is, it was incombustible up 
to the roof, and had a one-story 
frame warehouse attached to it. A 
total loss on that property seemed 
virtually impossible. It was under 


fire protection, nice six-inch mains 
not far off, four-inch mains at the 
plant, and yet one morning early 
that plant suffered an almost total 
loss when a fire started in the ad- 
joining frame section, with a wind 
behind it. 

The fire department didn’t have 
any pressure, they could get only one 
hose stream out of the nearest hy- 
drant, and it cost the insurance com- 
panies a lot of money. That situation 
should have been. known before those 
lines were placed. It could have been 
known because the fire chief knew 
he could get but one stream out of 
the nearest hydrant, and he knew 
that even his six-inch mains would 
not deliver what they should. 

During Fire Prevention Week, I 
was in a little town in Indiana where 
we inspected the schools. I was talk- 
ing to the fire chief about his fire 
protection in the case of a township 
school at the edge of the town. He 
said, “Our nearest hydrant is 1300 
feet away.” 

I said, “How much hose do you 
have ?” 

“Twelve hundred feet.” 

“But,” he added, “it doesn’t make 
much difference, because that hy- 
drant is on a dead end two-inch main 
and the last time we tested it, there 
wasn’t any pressure there.” 

Well, obviously, the thing for that 
fire chief to do if he ever gets a 
call to that school house is to forget 
all those things just enumerated from 
number three on—just get the kids 
out and let the building burn. It is 
surprising how much of that sort of 
thing exists and the fire department 
knows it. All you have to do is go 
ask them and they will tell you. You 
can get a tremendous amount of in- 
formation in this and it may prove 
to be invaluable. 

Now let us get along to the third 
essential accomplishment of our com- 
mon sense engineer. 

I am passing over the physical in- 
spection in our theoretical example, 
largely because I think most of us 
know what constitutes a physical in- 
spection, and I am trying to cover 
only a few points that I have found 
may be neglected. 

Assume the inspection has been 
made. The recommendations made 
by our so-called common sense engi- 
neer must be sound. Our engineer 
must be able to back up every recom- 
mendation he makes; otherwise he 
had better not make any, for one un- 
sound recommendation weakens ev- 
ery other recommendation he makes. 
They must be sound. 

Even if recommendations are 


(Continued on page 23) 
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UNIVERSITY TEACHERS OF INSURANCE MEET 


IN ATLANTIC CITY 


NE of the meetings always 
QC) looked forward to by stu- 


dents of insurance is that of 
the American Association of Univer- 
sity Teachers of Insurance, an or- 
ganization founded a number of 
years ago with Dr. S. S. Huebner of 
the Wharton School of Finance and 
Commerce, University of Pennsyl- 
vania, as its first president. Through- 
out its history it has served to tie 
together the educational fraternity of 
those working in research and in- 
structional insurance fields and the 
record of its proceedings year by 
year furnishes a valuable commen- 
tary on the trend of scholastic devel- 
opments insurancewise. Limitations 
of time, occasioned by too brief one- 
day sessions preclude the covering 
of a wide scope of subjects at any 
single meeting, and the procedure 
has been to emphasize fire or casual- 
ty or life alternately. This year the 
most attention was directed to life 
insurance and allied topics and thus 
there was not a large amount of 
available material for reporting in 
our Journal. 

The 1937 meeting was held at 
Haddon Hall, Atlantic City, on De- 
cember 27, and the attendance was 
representative of a wide yariety of 
Universities, companies, trade asso- 
ciations, the press and economists 
interested in insurance problems. 
Professor H. J. Loman of the Uni- 
versity of Pennsylvania, president of 
the organization, presided most ade- 
quately and made illuminating com- 
ments on various subjects as the pro- 
gram proceeded. 


J. Harry Wood, Manager, General 
Agencies, John Hancock Mutual 
Life Insurance Company, spoke on 
“Training Courses Conducted by 
Life Insurance Companies.” He 
traced the development of company 
ideas for the education of agents 
from the old time method when the 
recruit was simply given a kit of ap- 
plication blanks, together with a rate 
book and a pat on the back and sent 
out to garner business—from this to 
correspondence courses and later to 
formal classes conducted either at 
agencies or in the home office. He 
said these courses had largely been 
abandoned because it was found too 
much stress had been put on actua- 
rial and theoretical matters and not 
enough instruction given in the ac- 
tual methods of signing up business. 
During the last five or six years a 
change had been made in the direc- 


tion of giving the branch managers 
tools in the form of ideas to work 
with in the training of men, and al- 
though it is always difficult to trans- 
late such ideas into action, this pro- 
cedure has shown better results than 
previous efforts. 


The speaker deplored the neces- 
sity of taking a maximum of only 
six weeks for a training course, but 
this could not be avoided because of 
the economics of the situation grow- 
ing out of the need of the company 
to justify expense by the production 
of applications, and the need of the 
student to begin to make enough to 
support himself. 


Mr. Wood was forward looking 
in his suggestions for improvement 
in training, even advocating univer- 
sity courses for men already experi- 
enced in the business, and recom- 
mending that educational institu- 
tions devise special classes for this 
purpose. He made a plea generally 
for universities to confine themselves 
more or less to giving of background 
insurance knowledge than to try to 
teach forms and practices, and made 
the further point that instruction 
should be geared to the students of 
highest potentiality instead of to the 
lowest 20% as he indicated was now 
the case. 


J. Victor Herd, Vice President, 
Fire Association of Philadelphia, 
discussed ‘Training Courses Con- 
ducted by Fire and Marine Insur- 
ance Companies.” He defended the 
traditional idea of the type of com- 
panies he represented which has 
been and is to take students from 
universities and put them through 
routine discipline in an office, start- 
ing with the wrapping of bundles 
and doing messenger work; finally 
arriving in the underwriting depart- 
ment, on the soliciting force, the 
financial department, or at a clerk’s 
desk in line to step gradually toward 
an executive position. As to prelim- 
inaries, this speaker was all in favor 
of general courses in universities, 
with little or no attempt being made 
to inculcate knowledge of practical 
details of the business. He was not 
sure, for instance, that professors 
would be equipped to give students 
the proper slant on expense ratios. 
An interesting proposal was that uni- 
versities give more thought to advis- 
ing with students as to whether they 
had the proper qualifications for go- 
ing into the insurance business, since 
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too many young men were being sent 
to apply for jobs who, in reality, got 
into insurance courses merely by ac- 
cident. One example given of the 
result of trying to teach technical 
insurance matters in a university was 
the student who responded to a query 
in a company questionnaire that “‘co- 
insurance was for the purpose of 
contesting losses.” After all is said 
and done, he stated, some of the best 
pickers of men to go into the insur- 
ance business, judge the applicant by 
the following characteristics in the 
order of their importance: character, 
ability, education. 

Although not too well impressed 
with the modern views, Mr. Herd 
said it could not be denied that many 
insurance Officials were too compla- 
cent, this being evidenced by intoler- 
ance of new ideas and especially by 
turning a deaf ear to the stir being 
made by alert competition. It was 
his idea that a valuable function of 
a university insurance department 
was to teach the insurance companies 
themselves that something should be 
done about meeting problems which 
are the outgrowth of modern condi- 
tions. 


N the program was William Les- 
lie, General Manager, National 
Bureau of Casualty and Surety Un- 
derwriters, scheduled to talk on 
“Training Courses Conducted by 
Casualty Insurance Companies.” Mr. 
Leslie was detained not by, but as a 
member of, a Federal jury in his 
home city and the reading of his 
paper was assigned to M. Elizabeth 
Uhl, also of the National Bureau. 
This paper was astonishing in its 
wealth of detail showing the method- 
ical "and comprehensive effort put 
into supplying courses for agents, 
field representatives, branch man- 
agers, brokers and even higher offi- 
cials, by thirty-five Bureau compa- 
nies, twelve of which have their own 
courses. Considerable material is pre- 
pared by the Bureau which keeps a 
hand in general on the matter and 
method of instruction and great care 
is exercised in providing the right 
type of minds to lecture or write on 
widely varying kinds of insurance 
work. Mr. Leslie’s paper was too 
long for complete review here but 
for those interested in company edu- 
cation detail, we recommend that his 
entire address be studied and we 
doubt not it can be obtained by writ- 
ing to the National Bureau. 
Discussion of these papers fol- 
lowed by Professor Edison L. Bow- 
ers, Associate Professor of Econom- 
ics, College of Commerce and Ad- 
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ministration, Ohio State University, 
and by T. Coulston Bolton, Professor 
of Insurance and Finance, College of 
3usiness Administration, Syracuse 
University. The noon luncheon be- 
ing imminent, only five minutes was 
given to each speaker. 

Professor Bowers gave a brief but 
effective plea for the education of 
the adult who, he thought, should be 
given the maximum amount of com- 
pany support for constructive study. 
As to men entering the life insur- 
ance business, it was his observation 
that the companies had not yet dis- 
covered the right way to attract any 
large number of first-grade univer- 
sity graduates. This seemed to him 
a vital defect in company plans to 
improve their business and more 
study by officials should be given to 
this very important problem. 


David McCahan, Professor of In- 
surance, Wharton School of Finance 
and Commerce, University of Penn- 
sylvania, speaking for Professor J. 
Merritt Lear of the University of 
North Carolina, who for some rea- 
son did not arrive, said that recog- 
nition should be given to the fact that 
in any insurance class in a univer- 
sity there were both lay students and 
those who had a definite idea of go- 
ing into the business. He agreed that 
for the latter type a certain amount 
of specialization might be provided 
but not too much of it. A general 
background should be given, yet 
there must be a suggestion of in- 
struction in basic technique. Dr. Mc- 
Cahan brought out the thought that 
very seldom was a student of a type 
of mind fitted for the insurance busi- 
ness and no other. It is undoubtedly 
true that some students could make 
a success in many fields and it was 
strongly suggested that insurance 
companies greatly needed men of 
this kind of universal intelligence and 
comprehensive knowledge. When 
such a mind concentrates on insur- 
ance an outstanding personality in 
the business is likely to develop. As 
a cracker on his talk he inquired sig- 
nificantly: “Is bundle wrapping the 
best bait in angling for good men?” 


Professor Bolton struck a new 
note when he referred to the need of 
students to know something about 
life’s general problems; that general 
education is necessary to fullness of 
life, an observation which applies 
also to fullness of business life. Edu- 
cation, he said, is an art in itself and 
students make better progress under 
the instruction of one who knows 
how to teach than under one who is 
such a specialist that he knows little 
or nothing about facts or philosophy 
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outside of his own restricted realm. 
He doubted the value of bringing in 
men of high position in the business 
world to lecture to student groups, 
and cited instances where such class- 
es became known as “vaudeville 
courses.” 


T the luncheon Joseph J. Ma- 

grath of Chubb & Sons, for- 
merly Chief of the Rating Bureau of 
the New York State Insurance De- 
partment, spoke on “The Proposed 
Revision of the New York Insurance 
Law.” His talk was an interesting 
summary of the objectives sought by 
the revision, together with enlighten- 
ing comments on some of the more 
important features of the code. He 
stated that in the interests of every- 
body concerned, ample time should 
be given to allow further compre- 
hensive study to be made of various 
complicated provisions. He thought 
it likely that a full year would be 
allowed for such examination. 

The afternoon session was de- 
voted to papers on “The Effect of 
Social Security Legislation on Pri- 
vate Pension Plans” by Rainard B. 
Robbins, Vice President and Secre- 
tary, Teachers Insurance and Annu- 
ity Association and “The Future of 
Disability Income Insurance” by Ol- 
iver Thurman, Vice President, Mu- 
tual Benefit Life Insurance Company. 
Mr. Robbins made a detailed study 
of his subject and arrived at the con- 
clusion that the trend of both opinion 
and practice at present was to re- 
gard the Social Security Plan as a 
stimulant rather than a deterrent of 
private pension programs. We sur- 
mise his paper also would be avail- 
able to those who may be interested 
to write him requesting a copy of 
the text. Excerpts will be found on 
another page of the JOURNAL. 


Mr. Thurman went into the his- 
tory of the disability income feature 
in life insurance policies and traced 
the trouble which had followed cer- 
tain actuarial mistakes. It was not 
his suggestion, however, that disabil- 
ity income insurance necessarily 
should be abandoned. Instead of 
that he indicated his own opinion by 
pointing to the attitude of his com- 
pany which is to write such insurance 
with an adequate rate charged. 

Professor C. A. Kulp of the Whar- 
ton School commented very briefly 
on Mr. Robbins paper, saying that 
it was very apparent that opposi- 
tion to the Social Security Plan had 
softened down a great deal after 
business men had made a real study 
of the law, some concerns indeed 





having viewed the plan as an oppor- 
tunity to transfer the load of their 
own impractical plans to the gov- 
ernment. 


Professor Laurence J. Ackerman 
of the University of Newark in re- 
viewing Mr. Thurman’s paper advo- 
cated going slow on disability income 
insurance, citing a list of reasons 
why companies might find it to their 
eventual best interests not to write 
such policies. These items included: 

“Liberality in underwriting —Applying 
life insurance technique to disability appli- 
cations. Farmers are known for their lon- 
gevity but their disability experience has 
been tragic. The same may be said of fe- 
male risks. 2 

“Over insurance—Failure to underwrite 
the agent. Better selection at the source 
would have assured better prospects. 

“Lack of co-operative action in claim ad- 
justments. a 

“Lack of uniformity in policy provisions. 

“Uncertainty in the definition of total 
and permanent disability. 

“The depression. _ ‘ 

“Increasing claim-mindedness, an evitable 
factor after a number of years’ sale of a 
type of insurance. 

“Lack of experience. 

“Extensions of benefits to advanced ages. 

“Inadequate premium rates.” 


H. J. Loman was reelected Presi- 
dent and Robert Riegel was again 
made Vice President. The former 
Secretary-Treasurer, Frank G. Dick- 
inson, in other years very active at 
the meetings resigned because of ill 
health, and his place was taken by 
J. E. Partington. The Executive 
Committee consists of Ralph H. 
Blanchard, J. H. McGee, Edison L. 
Bowers and William Leslie. The 
1938 meeting will be held next De- 
cember and the location selected is 
Detroit. 





National A. and H. Associa- 
tion Will Meet in Cleveland 


THE SELECTION OF CLEVELAND, 
OHIO, FOR THE NEXT ANNUAL MEET- 
ing of the National Accident and 
Health Association was decided upon 
recently by the Executive Committee 
of the Association at a meeting in 
Chicago. Tentative plans for the 
convention which will be held June 
1-2, contemplate a meeting of local 
association officers the first morning, 
a sales congress that afternoon, gen- 
eral program on the second morning 
and a business meeting with election 
of officers in the afternoon. C. L. 
Harris of the New Amsterdam 
Casualty and president of the Cleve- 
land Association, will be in charge of 
all the details as to arrangements for 
the meeting. 
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SOCIAL SECURITY AND PRIVATE’ 
PENSION PLANS 


By RAINARD B. ROBBINS 
VICE PRESIDENT AND SECRETARY 
TEACHERS INSURANCE ANNUITY ASSOCIATION 
Excerpts from an address delivered before annual 


meeting o. 


the American Association of Univer- 


sity io ers of Insurance, Atlantic City, Dec. 


27, 193 


HE first reaction to the Social 

Security law on the part of 

those that had established retire- 
ment plans was to deplore federal in- 
terference.* Superficial examination 
of the new law, and a natural opposi- 
tion to change and to taxes, brought 
forth the charge that the legislation 
would destroy efforts of private in- 
dustry to care for superannuated 
workers. To prevent this impending 
disaster an amendment was intro- 
duced by Senator Clark to exempt 
employers with private plans from 
participation in the federal retirement 
plan. This amendment was consid- 
ered by two sessions of Congress and 
led to much discussion, but was not 
enacted. A number of its early pro- 
ponents changed their minds after 
further consideration and a recogni- 
tion of the difficulties that would be 
involved in substituting private plans 
for the federal plan. * * * 


Upon withdrawal from a reserve 
plan treatment usually depends upon 
whether the plan is contributory or 
not. If an employe has made con- 
tributions, he usually gets them back 
in cash, sometimes with interest. Al- 
most never can he get more in cash, 
but a few of the insured plans per- 
mit him to choose a corresponding 
right to a retirement benefit; and, if 
withdrawal occurs after a long pe- 
riod of service, when the retirement 
benefit is chosen this may include the 
benefit corresponding to the employ- 
er’s contributions. There is at least 
one insured plan that requires no 
contributions from employes but al- 
lows a pension benefit proportional 
to the period of service in case of 
withdrawal after a service period of 
twenty years. 


If the employe has not made con- 
tributions explicitly, he faces the 
same prospect in withdrawing from a 
funded plan as from an unfunded 





* Because the general topic of social security 
has been discussed in our pages previously with 
evident interest to our readers, we are printing 
excerpts from Mr. Robbins’ remarks as a further 
development of study on the subect by one who 
has an insurance background. The JourNaL 
makes no comment pro or con on the conclusions 
reached. In another issue we plan to present a 
comparison of Old World social security plans 
with our own system, by another authority well 
qualified to look frankly at either faults or ad- 
vantages.—Editor 


one—no cash and, with rare excep- 
tions, no pension rights. 


So much for the facts when the 
Social Security Law was enacted. 
With some 44,000,000 persons in the 
United States who would like to be 
gainfully employed, 3,000,000 had 
some possible prospect of retirement 
benefits; and of these only a third 
had their assurances supported by 
any reserves, while practically noth- 
ing had been done to create pension 
equities that could survive changes 
in employment. Too often the em- 
ployers’ objectives were to facilitate 
parting with the few who might re- 
main in their service beyond the age 
of usefulness; to profit by the good- 
will that would accompany the an- 
nouncement of an apparently liberal 
retirement plan; and to hold men in 
employment through the threat of 
loss of pension rights. Little atten- 
tion was given to the interest of the 
individual employe and he had little 
to say about what was done. This 
is almost inevitable so long as in- 
dustry is competitive. No employer, 
however broadminded, could survive 
as an employer if he went much far- 
ther than his competitors in consid- 
ering the welfare of employes as in- 
dividuals. He would be eliminated 
because of the high price of his 
product. 


And yet the welfare of society de- 
mands that the individual shall be 
considered. I have no satisfactory 
figures with reference to turn-over in 
industry, but we all know by what 
we see about us that it is high. We 
all have a feeling that the prospects 
are small that a young man in his 
twenties will be working for the 
same employer when and if he reach- 
es age 65. *' * * 


The retirement plan of the Social 
Security Law has to its credit two 
distinct accomplishments: it extend- 
ed pension prospects immediately to 
nearly 30,000,000 instead of the pal- 
try 3,000,000 who previously had 
some hope of retirement income; 
and, more important than this, it 
made this prospect of retirement in- 
come independent of employment for 
a particular employer. Otherwise 
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stated, it instituted retirement equi- 
ties that will survive changes of em- 
ployment or even continued unem- 
ployment. Perhaps this plan is de- 
fective in many respects; perhaps 
the benefits or the contributions or 
both are not what they should be; 
perhaps the plan should be much 
more widely extended. But with all 
of these shortcomings it gives hope 
of overcoming difficulties that were 
beyond the power of competitive pri- 
vate industry, by the establishment, 
in recognition of specific service, of 
pension prospects that shall be inde- 
pendent of what may happen—other 
than death—after that service is per- 
formed. While industrial pension 
plans centered attention on the em- 
ployer’s interests, as they must, the 
federal plan ignores the employer 
entirely—except to require that he 
make contributions and furnish em- 
ployment data—and centers attention 
on the social problem of planning 
retirement income for those who 
work, regardless of where they work 
(within the eligible groups) or how 
often they change employment af- 
filiations. * * * 


S° much for the setting and the 
federal plan itself. And now we 
come to the question that I am asked 
to answer—what has been the effect 
of the Social Security Law on pri- 
vate pension plans? This question is 
easy to answer—it is as yet too early 
to tell what will be even the imme- 
diate effect. While the law was passed 
in August, 1935, contributions for 
annuity benefits did not begin until 
January, 1937 and benefit payments 
are not scheduled to begin until the 
year 1942. Considerable uncertainty 
of attitude awaited a declaration of 
the Supreme Court and this was 
handed down only on May 24, 1937. 
The initial taxes are not large enough 
to call for precipitate action on the 
part of industrialists, even if dissatis- 
faction exists. It is widely recog- 
nized that the government is offering 
more for these taxes than private in- 
dustry can provide. 


While it is doubtless too early to 
judge as to the mass effect of the 
Social Security Law on industrial 
pensions, it is of interest to note the 
changes that some employers have 
already made, especially because 
these are of such a nature as to fore- 
shadow, perhaps, what others may 
do. But in so doing we must recog- 
nize that the effect of the state and 
the federal social security activities 
on private pension plans is not lim- 








22—January, 1938 


ited to the provisions of the new fed- 
eral retirement plan as it now stands. 
The taxes for unemployment benefits 
and the provisions for aid to needy 
aged will be very influential. Further- 
more, all of these state and federal 
provisions are subject to change and 
changes are expected before long. 
Not only so, but plans are in process 
for extension of the scheme to in- 
clude widows’ pensions and sickness 
benefits. It would be shortsighted to 
neglect that all of these possibilities 
and the costs involved will affect the 
industrial pension picture. Hence de- 
cisions that are made now may have 
to be re-considered if and when 
changes in governmental plans in- 
crease substantially the correspond- 
ing cost to industry. 


Changes that have been brought 
about in industrial pensions by the 
Social Security Law group them- 
selves roughly according to type of 
private pension provision that has 
been made. Beginning with the rail- 
roads, as you are doubtless all aware, 
a national plan similar in many re- 
spects to that of the Social Security 
Law has been enacted for railway 
employes, and it seems probable that 
this plan will supersede practically 
all of the pension gestures of sepa- 
rate carriers. The question of the 
justification of this special legislation 
and the accompanying exclusion from 
the Social Security Law is not for 
discussion here. But the very exist- 
ence of this special plan is my an- 
swer as to the effect of federal legis- 
lation on industrial pensions that 
covered at least a third of all indus- 
trial workers who had any pension 
expectations when the Social Secu- 
rity Law was enacted. 


Turning now to non-contributory 
plans other than those of the rail- 
roads—whether funded not at all, 
partially, or with reasonable com- 
pleteness—these plans (with the ex- 
ception of at least one that is in- 
sured) merely hold out to employes 
the expectation of certain benefits if 
they retire in service of the particu- 
lar employers. They usually carry a 
statement that if at any future time 
an employe is entitled to a retire- 
ment benefit under a government 
scheme, either state or national, pay- 
ments anticipated from the employer 
will be correspondingly decreased. 
Such a clause will of course not af- 
fect actual pension payments until 
the year 1942. Some employers have 
already announced their intention of 
taking advantage of this clause as 
written. Others— among them the 
ones involving the largest group of 
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employes—have announced their in- 
tention of reducing pensions to indi- 
viduals, beginning with 1942, by half 
of the annuity to be received by those 
individuals under the Social Security 
Law. The reason for the “half”— 
even though many private plans pro- 
vide for deduction of the whole of 
the federal annuity—is that only half 
of the federal annuity is a direct 
cost to the employer and that he can 
scarcely justify decreasing the pen- 
sion that he contemplated paying by 
more than that for which he is taxed. 
The few who plan to deduct the 
whole of the federal annuity justify 
their action on the ground that other 
social benefits require taxes of them 
and that, inasmuch as the special 
taxes for the annuity benefit will 
not be sufficient to purchase the an- 
nuities, the employers will be re- 
quired to help pay the bill through 
other methods of taxation. There is 
evidence that the attitude of em- 
ployers on this point is affected sub- 
stantially by how hard pressed they 
happen to be financially. * * * 


HILE it takes some time to 

review the changes that in- 
dustry has already made in adjusting 
its plans for retirement income to the 
Social Security Law, we must return 
to our earlier statement that it is too 
early to draw conclusions from these 
facts. Many employers have not yet 
got around to making adjustments ; 
many must take other matters into 
consideration; most employers will 
anticipate further changes in na- 
tional plans. However, it seems quite 
clear that the Social Security Law 
has caused employers to become pen- 
sion-conscious to an extent that they 
had never been before. This is re- 
flected in an increasing interest in 
group annuity plans. Also it should 
be pointed out that, when the depres- 
sion set in, a number of substantial 
employers were on the verge of in- 
augurating funded retirement plans. 
Many of these plans were necessar- 
ily shelved for a number of years 
and with increasing business activity 
in 1936 and early 1937 some of these 
employers saw their way to make be- 
lated beginnings of what had been 
contemplated some years before. Just 
now some of them may wonder if 
they waited long enough. * * * 


We must not take too seriously 
any unfavorable effects that the fed- 
eral plan may have on industrial 
pensions, for the reason that has al- 
ready been brought out—the limited 
extent to which the development of 
private pensions has gone. .. . Un- 


der such circumstances it is difficult 
to become alarmed about any harm 
that might be done to such a move- 
ment by a governmental plan with 
so much wider application and—far 
more important—with provisions for 
retirement benefits that do not re- 
quire continuation in the service of 
any particular employer for any par- 
ticular length of time or until any 
particular age is reached, a provi- 
sion for retirement benefit that sur- 
vives transfer from one employer to 
another. This is the fundamental 
characteristic that industrial pensions 
had seemed unable to incorporate. 


It is, however, gratifying to note 
a recent tendency in contributory in- 
dustrial retirement plans toward the 
vesting in employes of pension 
equities created by employer contri- 
butions. Rarely would an employer 
listen to such a suggestion some years 
ago, but many of the group annuity 
plans that have been written in re- 
cent years provide that upon with- 
drawal from service after a period 
of years the employe may take with 
him either all or a part of the pen- 
sion rights supported by employer 
contributions. The tendency is to 
shorten the preliminary service pe- 
riod necessary for this vesting, al- 
though it is still far too long, and 
to increase the equity that is thus 
assured. Under too many of these 
plans this improvement is not as 
valuable as it seems because the em- 
ployer’s contribution is quite minor 
for the younger employes—the ones 
most apt to withdraw from service. 
* * * 


While it is impossible to speak 
with certainty as to the effect that 
the Social Security legislation has 
had on industrial pensions, it is safe 
to say that 


(1) There is little evidence that it 
has discouraged the formation of re- 
tirement plans; 


(2) There is much evidence that 
it has awakened many industrial em- 
ployers to the need for retirement 
benefits ; 


(3) It has probably given impetus 
to the contributory method of pro- 
viding for retirement income, espe- 
cially through the use of group an- 
nuity contracts; most important of 
all it has encouraged the provision 
of pension equities, in case of with- 
drawal from service, instead of the 
liquidation and probable dissipation 
for other purposes of whatever start 
may have been made toward the pro- 
vision of retirement income. 
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Common Sense Engineer 
(Continued from page 18) 


sound, they are no good unless they 
are properly presented. So our com- 
mon sense engineer has to be some- 
thing of a salesman, and there is 
where our first essential enters the 
picture again. If he has antagonized 
his man when he went in, he is not 
going to get very far even with a 
sound recommendation. He is going 
to have an argument because the pol- 
icyholder doesn’t like him. 


Our engineer must have a knowl- 
edge of engineering principles, he 
must be able to explain some of them 
to this policyholder in order to get 
across some of his recommendations. 
He may even have to bring that fire 
chief in to help put across some of 
them. 


S' )METHING I meant to mention 
previously, in connection with 
our physical inspection was this mat- 
ter of watchmen. In some instances 
they are poor old unfortunates who, 
after fifty years of service are given 
the “soft job” of taking care of a 
million dollar plant from six o’clock 
in the evening until six o’clock in the 
morning. They have a .45 on one hip 
and a time clock on the other. They 
are taken in and shown where the 
keys are, and told, “You are sup- 
posed to punch every one of these 
every hour.”’ Maybe his records are 
looked at and maybe they aren't. 
Maybe the old fellow has been told 
what to do in an emergency, and 
maybe he hasn’t The chances are 
good that he hasn't. 

When you inspect the building, ex- 
amine the watchclock records. Other- 
wise you don’t know whether he has 
covered his plant, and if he has gone 
around, do you know that he has 
done anything besides punch his 
watchclock? Does he know where 
the hazardous sections of that plant 
are? Does he know where he might 
expect a fire? And does he know 
what to do? Does he run seven blocks 
to the nearest fire station and pass 
up two or three alarm boxes on the 
way? 


Personally, I think the intelligent 
supervision of watchmen is the finest 
thing you can get in any risk that has 
a watchman, because it is just a 
Shame the way those old fellows 
(and most of them are old fellows) 
are too often turned into a plant and 
given a responsibility that they do 
not have the physical stamina to han- 
dle. And why business men who 
have had sense and gumption enough 
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to build up a million dollar business 
should turn around and entrust it to 
a sixty-dollar a month watchman and 
leave him to his own resources, I 
don’t know. 

Now, assume that our common 
sense engineer’s recommendations 
are sound, and that he has presented 
them in the best possible manner. Re- 
member, it is still the policyholder’s 
business, he can accept those recom- 
mendations or he can decline them. 
It is entirely up to him. 

If the engineer finds some serious 
fire hazard there that he knows his 
company will not accept, I can see 
no reason why he should not say to 
the policyholder, “If I report this 
condition to my company, with a final 
decision on your part that you will 
do nothing about it, they probably 
will cancel your insurance.” I can 
see no objection to that. But it should 
be a plain, matter-of-fact statement, 
and as a matter of information to 
him—not as a threat. That of course 
is an extreme case. 

Here is what our common-sense 
engineer has done while at the risk: 

I. He has maintained cordial re- 
lations with the policyholder. 

II. He has been thorough in his 
inspection and correct in his size-up 
of the risk. 

Ill. He has properly presented 
sound recommendations. 

If there is any one thing that will 
make the man in the office rave, it is 
to get a report that leaves a question 
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in his mind. That is absolutely the 
finest way to start off a morning 
wrong—to pick up a report that tells 
you this, that and the other thing is 
wrong, and then leaves a doubt as to 
whether anything will be done about 
it. 

Our engineer has to keep in mind 
that his office sees the policyholder 
through his report. It wants to know 
two things: First, it wants to know 
the desirability of that risk. Maybe 
the report will say, “We can write 
this risk if these recommendations 
are complied with. All right. And 
they also want to know, will they be 
complied with? 

Possibly if the engineer has rate 
information he will say that this will 
be a good risk if the rate is where it 
belongs. It is up to the engineer, as 
I see it, to decide whether a’ particu- 
lar risk is a good risk for his com- 
pany as it is now written, and if it 
isn’t, what should be done about it? 

Now the second thing the com- 
pany wants is underwriting informa- 
tion. In other words, is the form 
right? Or should it be changed? 
How many fire areas are there in this 
risk, and so forth. In final analysis, 
do the risk and the policy meet? 

We are largely responsible for un- 
derwriting being done on a sound 
basis, which is characteristic of the 
mutuals, and the observations I have 
made appeal to me as being major 
items in the equipment of our engi- 
neers in the field. 


MISSOURI COURT HOLDS ADJUSTERS 
PRACTICE LAW 


FTER having had the matter 

under advisement since last 

July, when the taking of tes- 
timony was concluded, Judge W. M. 
Dinwiddie recently handed down in 
the Circuit Court at Columbia, Mo., 
his long awaited decision in the test 
case brought by six large mutual 
casualty insurance companies to de- 
termine what constitutes the practice 
of law in that state. 

His decision was that, in a num- 
ber of particulars, the current meth- 
ods of casualty insurance companies 
in adjusting claims in Missouri con- 
stitute the practice of law, and should 
not be performed by lay employes of 
insurance companies, but only by 
licensed attorneys. 

The action was brought last spring 
by the companies as a petition for 
declaratory judgment as to what con- 
stitutes the practice of law in Mis- 


souri, and it named as defendants 
Boyle G. Clark, of Columbia, general 
chairman of the state’s Bar commit- 
tees, and the members of his advisory 
committee. 

Judge Dinwiddie refused to decide 
the case as a declaratory judgment 
action, and dismissed the companies’ 
petition, although he gave no reason 
for so doing in rendering this ruling. 
Instead the case was converted into 
an action in equity, which permits the 
issuance of an injunction, and was 
decided upon a cross-bill which had 
been submitted by the Bar group’s 
attorneys. 


ILLIAM S. Hogsett, counsel 
for the insurance companies 
involved—the Liberty Mutual Insur- 
ance company, and the American Mu- 
tual Liability Insurance company, 
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Boston; the Lumbermen’s Mutual 
Casualty company, Chicago; the 
Hardware Mutual Casualty company, 
Stevens Point, Wis.; and the Em- 
ployers Mutual Liability Insurance 
company and the Employers’ Mu- 
tual Indemnity Corporation, Wausau, 
Wis.—immediately filed a motion to 
appeal which will take the case to the 
Missouri Supreme Court. 

The activities which the decision 
finds to constitute the practice of 
law in Missouri are: 

1. Adjustment and settlement of claims 

against said companies’ insured, and 


negotiations with claimants in respect 
thereto. 

2. Selection and preparation of releases, 
covenants not to sue, and contracts or 
agreements for the settlement or com- 
promise of claims against the compa- 
nies’ insured, and other like docu- 
ments affecting secular rights. 

3. Advising said companies, or their in- 
sured, of their or his legal rights. 

4. Appearances before the 
Compensation Commission of Mis- 
souri, together with the presentation 
of the legal rights of others therein, at 
formal or informal hearings before 
said Commission, or one of said Com- 
mission. 


Workmen’s 


wn 


Determination of whether or not said 
companies’ particular insurance con- 
tract covers a particular casualty of 
the insured. 


6. Determination of legal liability and 
the extent and nature thereof, for the 
company, or the insured, or both. 

An order was issued enjoining the 
six companies from engaging in any 
of these activities, through lay em- 
ployes, in the future. Operation of 
the injunction was stayed until final 
decision of the case is had in the 
higher courts. 

Four common types of insurance 
activity were declared not to consti- 
tute the practice of law in Missouri. 
They are: 

1. Detection; the discovering of witness- 

es and evidence; taking photographs, 


statements of witnesses, and acts of 
a like nature. 


2. Appraisement of damage to physical 

property where liability is undisputed. 
3. Procuring execution of prepared in- 
struments, where the lay employe ex- 
ercises no discretion in selection or 
preparation; and payment by delivery 
of check, draft, or payment of money 
in discharge of claim. 


4. Determination of or recommendation 
of amount to be set up as a reserve 
on various claims. 


WO advisory judges—James 

Wesley McAfee, St. Louis, and 
E. M. Dearing, Potosi — sat with 
Judge Dinwiddie throughout trial of 
the action. Judge McAfee, who has 
recently retired from the bench to 
enter private practice, concurred in 
Judge Dinwiddie’s findings. Judge 
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Dearing, although illness prevented 
his being present for the decision, 
presented an advisory opinion dis- 
agreeing strongly with the findings 
of the court. 

His opinion stated in part: 


“Tt is not consistent either with the dig- 
nity or the rights of the legal profession to 
insist that the bar be given a monopoly of 
services of the character above described. 
Efforts to force the services of lawyers 
upon the public, to the obvious detriment 
of the people at large, can only result in an 
outcry against the bar which cannot be 
otherwise than harmful to the bar and to 
the administration of justice, which is the 
prime purpose of the bar’s existence.” 

“A fair degree of familiarity with the 
ordinary rules of law, the statutes and the 
regulations governing his particular busi- 
ness or occupation, is a natural and neces- 
sary part of the equipment of every citizen. 
That he govern himself by the law is an 
absolute necessity, if his work is to have 
value, and disputes and difficulties are to 
be avoided. He may properly engage in 
discussions regarding the law, and express 
his opinion on the subject, as a matter of 
common right. The preparation and exe- 
cution of contracts and other documents, 
customarily used to give effect to transac- 
tions incident to one’s business, is equally 
the right of every citizen. The same rights 
accorded to citizens in general cannot be 
denied to insurance companies, or to their 
employes engaged in the transaction of the 
necessary and incidental business of such 
companies.” 

“Viewing the matter from a practical, 
rather than from a legal standpoint, to 
uphold the contention of the defendants ap- 
pears to be contrary both to the best inter- 
ests of the bar and to public policy.” 

“Occasional injustices which may occur 
in the settlement of cases can readily be 
controlled by the adoption of an act, by the 
legislature, requiring all persons engaged 
in the settlement of claims to be licensed 
for such work, and providing for a revoca- 
tion of such license upon proof of miscon- 
duct. The burden imposed by the defend- 
ants’ proposal is out of all proportion to 
any possible benefit to the public.” 








Practical Underwriter’s 


Guide 


SEVERAL GOOD WORKS COVERING IN- 
DUSTRIAL FIRE HAZARDS HAVE BEEN 
written for fire insurance engineers. 
“Practical Underwriter’s Guide” is a 
new 250-page book on the subject, 
for agents, field men, inspectors, com- 
pany examiners, and executives. 

The author is M. E. Bulske, Chief 
Inspector of the National Inspection 
Company and widely regarded as one 
of the best fire insurance inspectors 
in the country. 


Without attempting to make the 
reader an expert fire insurance en- 
gineer, Mr. Bulske imparts in non- 
technical language a wealth of useful 
information on inspection and selec- 
tion of sixty generally written classes 
of fire insurance risks. 





For ready reference, he treats all 
aspects of a class in one chapter. 
Layout, construction, occupancy, ex- 
posures and protection are discussed. 
Special attention is paid to peculiari- 
ties and hazards, and to correctitve 
arrangements. Relative desirability 
of the class is considered, and atten- 
tion called to unusual features per- 
taining to supplementary lines. 


In arrangement, the average line 
book classifications have been fol- 
lowed, several classes to a chapter 
where similarity permits. Included in 
chapter headings are: Underwriting 
and Rating Fundamentals ; Common 
Hazards; Builder’s Risks; Depart- 
ment Stores; Churches and Schools; 
Theatres; Hotels; Laundries, Brew- 
eries ; Distilleries, Bakeries ; Canning 
Plants; Packing Plants; Milk Proc- 
essing Plants; Wood Working 
Plants; Foundries; Machine Shops; 
Grain Elevators ; Coal Mining Risks ; 
Air Conditioning. 

“Practical Underwriter’s Guide” 
may be obtained, at $2.50, from its 
publishers, The Rough Notes Com- 
pany, Indianapolis, Ind. 


Ray Murphy Accepts New 
Position 


RAY MURPHY, INSURANCE COMMIS- 
SIONER OF IOWA AND PAST NATIONAL 
Commander of the American Legion, 
has accepted the post of assistant 
general manager of the Association 
of Casualty and Surety Executives, 
it is announced by Claude W. Fair- 
child, general manager of the Asso- 
ciation. 

Mr. Murphy will assist in execu- 
tive work of the Association and will 
also do public relations work in the 
field. He is expected to begin his 
new duties about February 15. 


Before joining the Association Mr. 
Murphy will resign the Insurance 
Commissionership of Iowa, a four 
year job to which he was appointed 
by Governor Clyde Herring in July 
1935. 


Moeller New Secretary 
of Badger Mutual 


GEORGE H. MOELLER HAS BEEN AP- 
POINTED SECRETARY OF THE BADGER 
Mutual Fire Insurance Company of 
Milwaukee, Wisconsin. He has been 
in charge of the Minnesota field for 
the Badger Mutual for the past seven 
years and last year was transferred 
to Wisconsin. 
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Depreciation Insurance 
in Germany 


THE FOLLOWING EXTRACT FROM A 
REPORT MADE B¥ THE AMERICAN CON- 
sulate General at Berlin, Germany, 
and recently received from the State 
Department, will doubtless be of in- 
terest because of recent discussions 
with respect to depreciation insurance 
in the United Siates: 

“It is believed that interest is now de- 
veloping in the United States in a new field 
of insurance, namely, depreciation insurance 
or insurance against the depreciation and 
obsolescence of buildings and machines and 
their component parts. It is understood, for 
example, that the State of New York has 
just recently enacted a law providing for 
insurance of this type (No. 1945 Int. 1643, 
Senate March 24, 1937), which is said to be 
almost a literal translation of the German 
law governing depreciation insurance. 

“Depreciation insurance is designed to 
protect property owners from loss by cov- 


ering vital repairs necessitated by such 
occurrences as damage to roofs, fungus, 
cracks, dampness, the sinking of parts of a 
building, and other similar causes. 


“According to the official Insurance Su- 
pervisory Office (Reichsaufsichtsamt fuer 
Privatversicherung) in Berlin, only one 
company was ever engaged in carrying de- 
preciation insurance in Germany. This was 
the Hauslebensversicherungs A. G., which 
was founded in 1920 with a capital of 
RM_ 5,000,000. 

“This company, whose transactions ap- 
parently never reached any considerable 
volume, went into bankruptcy in 1930.” 


Move For Compulsory 
W. C. In Kentucky 


A BILL HAS BEEN INTRODUCED IN 
THE KENTUCKY LEGISLATURE TO PRO- 
pose an amendment to the Constitu- 
tion authorizing compulsory work- 
men’s compensation and occupational 
disease legislation in the state. At 
present the workmen’s compensation 
law is elective and there is no occu- 
pational disease law. The measure, 
known as Senate Bill No. 9, was in- 
troduced by Senator Barbour of 
Newport. Complete text of the bill 
appears below: 

“That upon the concurrence of three- 
fifths of all of the members elected to each 
House of the General Assembly of the 
Commonwealth of Kentucky, the yeas and 
nays being taken thereon and entered in 
full in their respective journals, the follow- 
ing amendment be made to the Constitution 
of the Commonwealth of Kentucky: 


“Nothing in the Constitution of the Com- 
monwealth of Kentucky shall be construed 
to prevent the General Assembly from 
enacting legislation to compel employers 
to compensate workmen and their de- 
pendents for injuries, death or occupational 
diseases arising out of and in the course 
of their employment. The General Assem- 
bly is empowered tc enact such legislation, 
and to create the administrative facilities 
and procedure for the accomplishment of 
its purpose.” 


Minnesota Farm Mutuals 


Hold Annual Meeting 


L. JENSEN OF CLEARBROOK, MIN NE- 
SOTA, WAS ELECTED PRESIDENT OF THE 
State Association of Farmers’ Mu- 
tual Insurance Companies of Minne- 
sota at the recent annual meeting of 
the group held in St. Paul. John M. 
Ramey, Minneapolis, was elected 
Vice-President, and A. E. Anderson, 
Cottonwood and Frank P. Powers, 
Mora, were re-elected Secretary and 
Treasurer respectively. 


A resolution was passed which fa- 
vored the amendment of the Minne- 
sota Drivers’ Liability Law so as to 
exempt drivers from liability for in- 
juries to guest riders unless criminal 
negligence is shown. 
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Essential Mutual Principles 








1. The careful selected of risks ... 


Careful selection of risks remains—to the 
everlasting credit of mutual companies—one 
of the most important principles of mutual 


protection. 


From the beginnings of insurance in this 


country, mutual carriers recognized the ne- 


cessity of highly selective underwriting. 


Today, the benefits of policyholder-owner- * 


ship are still reserved for good risks, for no 
mutual company—large or small—can long 


neglect the selection of its membership. 


The sincere practice of this principle 
coupled with the efforts on the part of mutual 
companies to make their good risks better 
has resulted in more than the successful 


performance of a necessary business task— 


it has also represented an important con- 
tribution to human welfare. There has never 


been a time when mutual companies have 


“not given generous support to every sound 


program to control accidents and disease, 
improve working conditions, encourage traf- 
fic regulation, eliminate the causes of fires 


and reduce the hazards from. other losses. 


Increasingly, we observe the effect that 
“this has had in creating happier homes and 


a better citizenry. 


President 


LUMBERMENS MUTUAL 
CASUALTY COMPANY 


Mutual Insurance Building 


Chicago, U. S. A. 











